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MOTION FOR JUDICIAL NOTICE

Under California Rule of Court 8.252, subd. (a)(2)(A), (B), and (D)
and Evidence Code section 452,.subd. (c), (d), (g) and (h) and section 459,
Petitioners and Appellants CAL FIRE LOCAL 2881, et al. (‘“Petitioners”)
move this Court to take judicial notice of the documents identified below.

The following documents are attached to the Declaration of Yonatan
L. Moskowitz pursuant to California Rule of Court Rule 8.252, subd.
(@)(3):

A. A true and correct copy of the CalPERS Publication, called
“A Solid Foundation for the Future,”” dated December 31, 2017, and
available at <<https://www.calpers.ca.gov/docs/forms-publications/solid-
foundation-for-the-future.pdf>>;

B. A true and correct copy of the Petition for Hearing in the case
Allenv. City of Long Beach (1955) 45 Cal.2d 128, Civil Nos. 19866 and
19867, filed on February 11, 1955;

C. A true and correct excerpt from a publication of Little Hoover
Commission, called “Better Regulation: Improving California’s
Rulemaking Process,” dated October 2011, and available at
<<http://www.cbrt.org/wp-content/uploads/2012/04/Report209.pdf>>;

D. A true and correct copy of section 3.28.710 of the San Jose
* Municipal Code;

E. A true and correct copy of a publication of the Federal
Reserve Bank of Minneapolis called “CPI Calculator Information,” and
available at <<https://www.minneapolisfed.org/community/financial-and-
economic-education/cpi-calculator-information>>,

F. A true and correct copy of a publication by CalPERS called
“Miscellaneous Plan of the Metropolitan Water District of Southern

California,” dated July 2017, and available at



<<https://www.calpers.ca.gov/docs/actuarial-reports/2016/metropolitan-
water-district-of-southern-california-miscellaneous-2016.pdf>>;

G. A true and correct copy of a CalPERS publication titled
“CalPERS Economic Impacts in California,” dated July 2017,

H. A true and correct copy of a publication of the United States
Census Bureau called “Quick Facts, California,” and available at
<<https://www.census.gov/quickfacts/CA>>;

I. A true and correct copy of a document obtained from WKYT
News, purporting to be a Verified Complaint from the case Kentucky ex.
rel. Beshear v. Bevin (Franklin Co., April 11, 2018) No. 18-CI-00379
which is available at
<<https://www.scribd.com/document/376109053/Pension-Reform-
Lawsuit#from embed>>;

AR A true and correct copy of the Stipulation to Submit Cause
without Oral Argument in the case Allen v. City of Long Beach (1955) 45
Cal.2d 128, Civil Nos. 19866 and 19867, and filed on April 27, 1955.

Petitioners’ Motion for Judicial Notice is based on this notice, the
attached Memorandum of Points and Authorities, the accompanying
Declaration of Yonatan L. Moskowitz, the accompanying exhibits, and the
Answer to Amici Curiae.

Respectfully submitted,

DATED: April 23,2018 MESSING ADAM & JASMINE LLP

w WL

%ry M. Mesﬁng

egg Mcl.ean Adam

Jason H Jasmine

Yonatan L. Moskowitz

Attorneys for Petitioners and Appellants
CAL FIRE Local 2881, et al.



MEMORANDUM OF POINTS AND AUTHORITIES

Petitioners move this Court to take judicial notice of the documents
identified in the above Request for Judicial Notice which support the
Petitioners’ request for relief. Judicial notice is the appropriate procedure to
bring these documents to the Court's attention. (Cal. Evid. Code § 459,
subd. (a); Rules of Court, Rule 8.252, subd. (a)(2).)

All of these documents are necessary for Petitioners to respond to
arguments raised by amici in their filings. Amici’s briefs raise novel
arguments relying on documents, statistics, and facts that were not in the
record prior to amicus’ filings, and therefore Petitioners have sought out
these documents in order to bolster their response.

None of these documents were submitted to the trial court or the
court of appeal below.

California Evidence Code section 452, subd. (c) provides that
judicial notice may be taken of . . . Official acts of the legislative,
executive, and judicial departments of the United States and of any state of
the United States.” It also provides that judicial notice may be taken of any
document published, recorded, or filed by any executive department. (See
also Serrano v. Priest (1971) 5 Cal.3d 584, 591; Wolfe v. State Farm Fire
& Casualty Ins. Co. (1996) 46 Cal. App.4th 554, 567 FN.16; Hogen v.
Valley Hosp. (1980) 147 Cal.App.3d 119, 125.) “Official acts” include
reports, records, files, and notices maintained by local governments,
including counties. (Cruz v. County of Los Angeles (1985) 173 Cal.App.3d
1131, 1134.)

California Evidence Code section 452, subd. (d) provides that
judicial notice may be taken of “[r]ecords of (1) any court of this state or
(2) any court of record of the United States or of any state of the United
States.”



California Evidence Code section 452, subd. (g) provides that
judicial notice may be taken of “[f]acts and propositions that are of such
common knowledge within the territorial jurisdiction of the court that they
cannot reasonably be the subject of dispute.”

California Evidence Code section 452, subd. (h) provides that
judicial notice may be taken of “[f]acts and propositions that are of such
common knowledge within the territorial jurisdiction of the court that they
cannot reasonably be the subject of dispute.”

Appendices A, F, and G include documents published by
Respondent CalPERS as part of its execution of its executive function, and
therefore are proper subjects for judicial notice under Evidence Code
section 452, subd. (c). ,

Appendices B, I, and J are filings in court cases before both this
Court and a court in the Commonwealth of Kentucky, and therefore are
proper subjects for judicial notice under California Evidence Code section
452, subd. (d). |

Appendix C is a publication of the Little Hoover Commission of the
State Government of California, which is also a proper subject for notice
under California Evidence Code section 452, subd. (c) and (d).

Appendix D is an excerpt from the municipal code of the City of San
Jose, and therefore is a proper subject for judicial notice under California
Evidence Code section 452, subd. (c).

Appendix E is a publication of the Federal Reserve (which is within
the United States federal government’s executive branch), and states
information that is of a sufficiently general knowledge that it cannot be
subject to challenge, and is therefore a proper subject for judicial notice
under Evidence Code § 452, subd. (c) and (g). ‘ |

Appendix H is a publication of the United States Census Bureau

(which is within the United States federal government’s executive branch),



and states information that is not reasonably subject to dispute and which is
capable of immediate and accurate determination by resort to sources of
reasonably indisputable accuracy. It is therefore a proper subject for judicial
notice under Evidence Code § 452, subd. (c) and (h).

Based on the foregoing reasons and authorities, Petitioners
respectfully request that the Court grant their Motion for Judicial Notice.

Respectfully submitted,

DATED: April 23,2018 MESSING ADAM & JASMINE LLP

<

@ary M. Messil’lg

regg Mcl.ean Adam

Jason H Jasmine

Yonatan L. Moskowitz

Attorneys for Petitioners and Appellants
CAL FIRE Local 2881, et al.



DECLARATION OF YONATAN L. MOSKOWITZ

I, Yonatan L. Moskowitz, declare as follows:

1. I'am an attorhey at law duly licensed to practice before all of
the courts of the State of California. I represent Petitioners and Appellants
CAL FIRE LOCAL 2881, et al. (“Petitioners™) in this action. I have
personal knowledge of the matters set forth below.

2. Exhibit A to this Motion is a true and correct copy of the
CalPERS Publication, called “A Solid Foundation for the Future”, dated
December 31, 2017, which I accessed at
<<https://www.calpers.ca.gov/docs/forms-publications/solid-foundation-
for-the-future.pdf>>;

3. Exhibits B and J to this Motion are true and correct copies of
the Petition for Hearing in the case Allen v. City of Long Beach (1955) 45
Cal.2d 128, Civil Nos. 19866 and 19867, filed on February 11, 1955 and
the Stipulation to Submit Cause without Oral Argument in the case Allen v.
City of Long Beach (1955) 45 Cal.2d 128, Civil Nos. 19866 and 19867,
filed on April 27, 1955, which I received from the California State Archives
upon my request; -

4. Exhibit C to this Motion is a true and correct excerpt from a
publication of Little Hoover Commission, called “Better Regulation:
Improving California’s Rulemaking Process,” dated October 2011, which I
accessed at
<<http://www lhc.ca.gov/sites/lhc.ca.gov/files/Reports/209/Report209.pdf>
>3

5. Exhibit D to this Motion is a true and correct copy of section
| 3.28.710 of the San Jose Municipal Code, which I accessed on April 20,
2018 at

https://library.municode.com/ca/san_jose/codes/code of ordinances?nodel



d=TIT3PE IIREPL CH3.281975FEEMREPL PT6MECO 3.28.710NOR
ACOET;

6. Exhibit E to this Motion is a true and correct copy of a
publication of the Federal Reserve Bank of Minneapolis called “CP1
Calculator Information,” which I accessed at
<<https://www.minneapolisfed.org/community/financial-and-economic-
education/cpi-calculator-information>>;

7. Exhibit F to this Motion is a true and correct copy of a
publication by CalPERS called “Miscellaneous Plan of the Metropolitan
Water District of Southern California,” dated July 2017, which I accessed
at <<https://www.calpers.ca.gov/docs/actuarial-reports/2016/metropolitan-
water-district-of-southern-california-miscellaneous-2016.pdf>>.

8. Exhibit G to this Motion is a true and correct copy of a
publication by CalPERS titled “CalPERS Economic Impacts in California,”
dated July 2017, which I requested from CalPERS (web@calpers.ca.gov)
and received by e-mail;

9. Exhibit H to this Motion is a true and correct copy of the
website Quick Facts, California, published by the United States Census
Bureau, which I accessed at https://www.census.gov/quickfacts/CA.

10.  Exhibit I to this Motion is a true and correct copy of a
document obtained from WKYT News, purporting to be a Verified
Complaint from the case Kentucky ex. rel. Beshear v. Bevin (Franklin Co.,
April 11, 2018) No. 18-CI-00379 which I accessed at
<<https://www.scribd.com/document/376109053/Pension-Reform-
Lawsuit#from_embed>>.

I declare under penalty of perjury under the laws of the State of

California that the foregoing is true and correct.



Executed this 23rd day of April 2018 at San Francisco, California

natanL Mos witz

00049627-2



EXHIBIT A



M. CalPERS

A Sold Foundation for the Future

Acting on the discount rate, asset allocation, and amortization, CalPERS has built
a solid path forward for the long-term future of the fund.
We have provided retirement security for California’s public employees for more than 85 years.

Through good times and bad, CalPERS has been a strong, reliable presence in our members' lives.
Our $21 billion in angual benefit payments help fuel economic activity across the Golden State.

How We've Strengthened the Fund

Over the past few years, we've adopted strong measures to ensure the long-term future of
the CalPERS fund so that we can pay the benefits our members have earned after a career
in public service.

Lower Discount Rate New Asset Allocation Shorter Amortization
Lowered the discount rate from Adopted new strategic asset Shortened the amortization
7.5% to 7% over three years allocation effective July 1, 2018 period for employers to pay their
(assumed rate of return) unfunded liability

50% Global Equity

7‘5% 28% Fixed Income 30‘?;"’3
% ]00% 13% Real Assets

' A 20yrs.

L— 8%  Private Equity s

T - -
0 1%  Liquidity

significant long-term savings



Our Members Tell Our Story

They depend on us to help them achieve a T

2] 4 " paid in pension benefits
5 l . - annually (FY 2016-17)

¥e partner with 2,945 employers to provide : , S .

average monthly allowance
' for all reirees

include public employees from across California, , ; B

measure of financial security in retirement

after 3 career dedicated to public service.

pension benefits for retirees and their beneficiaries
on behalf of the state, public agencies, school

districts, and special districts. Our members

including peace officers, firefighters, secretaries,

. . . L 2 e hly all
custodians, bus drivers, and their beneficiaries. i«% $3 ‘582 ?(;/r rrsggqglecigtre%/ir?ng\%ance
f

Fy 2016-17

., ofallservice retirees
%4{/"/ receive monthly allowance
0 Jess than $3,000

only earn pensions greater than
83/ $100,000, typically city leaders,
0 physicians, and university employees

38% School members

1.9 million
members

3]% Public Agency members

3]% State members




Investing for the Long Term

Our bottom line is strong and getting stronger.

The numbers that measure a pension plan’s health have

been on the rise, and recent investment returns and 0 0
cash flow improvements only strengthen our position. 6 ,3 /g 7] _0 /0
Every dollar we save by reducing our operating or

investments €osts, or by developing simpler, more

efficient processes, is another dollar we can invest Funded Status Funded Status
toward our members’ benefits. 2015-16 December 31, 2017

Total Fund Cash Flows are Improving

60 bil — T
Reobi Total Contributions and Investment Income
$50bi) B )
$40bil - g wwf
Benefit Payments*
$30bit - * Does not include other costs such as refunds and administrative
costs of retirement and investment-based costs
$200bil L ! L i i i I ! i i ; | ! ; ; ; ; | ; i : | |

2017-18 2019-20 2021-22 2023-24 2025-26 2027-28 2029-98 2031-32 2033-34 2035-36 2037-38 2039-40

15-2% reduction

in overhead costs each of the
next 5 fiscal years

$350 hillion

in assets as of December 31, 2017

10.7% investment returns i 300+ =150 reduction

in calendar year 2017; 11.2% in FY 2016-17 o in external managers

$47 billion §170 miflion savings
in reducing investment expenses

increase in assets in calendar year 2017 in FY 201516

E
o
f

|




Retirement Security Across the Decades

We opened our doors in 1932 in the middle of the Great Depression, after California voters
approved creating a plan to provide retirement security to the state’s public employees.
Over the decades we have faced challenges and made tough decisions in the best interest

of our members and the fund.

Historical Factors Imgact Funded Status (1993-2018) '

Funded ratio (%) o s
128% 1% —{Dec 51,2017
140% - gpor | 4 $5008
120% L
- 4008
1G0% —
~ $3008

Actuarial liabilities ($)

$200B
Assets ($)

20% $100B

| 1993-2000 i i 2007-2009 Increased life |
| Strong economy SBA00 | i AB616 : Great Recession expectancies | N
| ) Additional
i ; $6 bitlion
PEPRA law from State
Discount : Discount ; Steps to
rate lowered : rate lowered : strengthen
Dot.com crash 8.25% —~ 7.75% | 7.75% = 75% | the Fund

It will take time to increase our funded status, but lowering the discount rate, adopting
a new strategic asset allocation, and shortening amortization period, as well as
improving efficiency and reducing operational costs, will strengthen the sustainability
of the CalPERS fund for decades to come.

California Public Employees’ Retirement System

PO ¥

. CalPERS
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In the Supreme Court of the
State of California

2d Civil No. 19866.
MANNING T. ALLEN, ot ai,
Plaintiffs and Appellants,
vs.
CITY OF LONG BEACH, a municipal corporation, ef al.,
Defendanis and Respondents.

2d Civil No. 19867.
ELWIN L. ALGER, e al,
Plaintiffs and Appellants,
s
CITY OF LONG BEACH, a municipal corporation, et al.,
} Defendants and Respondgnts.

L9861 PU® 99861 'SON TIAID aNg

APPEAL FROM SUPERIOR COURT OF LOS ANGELES COUNTY.
HON. PAUL NQURSE, JUDGE.

PETITION FOR HEARING. T T

ALBERT D. WHITE,
320 Pine Avenue, )
Long Beach 12, California,
NOWLAND M. REID,
100 East Ocean Boulevard,
Long Beach 2, California,
Artarneys for Plaintiffs ond Appellants, Manning T.
Allen, et al,

KENNETH SPERRY,
11} Pine Avenue,
Long Beach 2, California,
Attorney for Plaintiffs cnd Appellants, Elwin L.
Alger, et ol

Parker & Son, Inc, Law Printers, Los Angeles. Phone MA. 6-9171.
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TOPICAL INDEX

PAGE

Questions presented 2

Point One. A hearing is necessary to secure uniformity of
decision 14

A. The opinion of the District Court of Appeal herein is in
conflict with the decisions of this court and other deci-

sions of the District Courts of Appeal of this state.......... 14

Point Two. A hearing is necessary for the settlement of im-
portant questions of law 41
Conclusion 42

Appendix. Opinion of the District Court of Zmpeal....... App. p. 1
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decided by this court, although the principles announced
by it in the Wallace case would indicate that it would be
considered an ‘“‘unreasonable impairment.” Likewise, the
question of whether or not a fixed pension based on past
earnings can be substituted for a fluctuating pension,
which was specifically designed to keep the monthly bene-
fits adjusted to the changing value of the dollar and the
current cost of living, has never been decided by this court.

The proper construction to be placed upon Article X1,
Section 13, of the California Constitution, which expressly
prohibits the taking of private property and the use
thereof for the payment of municipal obligesions, has
never been before any court of appellate jurisdiction in
this state.

In view of the manifest importance of the foregoing
questions, it is submitted that a hearing should be granted
by this court, if for no other reason.

Conclusion.

In view of the apparent conflict which exists between
the opinion of the District Court of Appeal herein, and
the decision of Division 3 of the same court in the English
case, as well as the principles announced by this court
in the Wallace and Packer cases, and of the importance
of the questions herein presented, it is submitted that a
hearing should be granted by this Honorable Court.

Respectfully submitted,
Arsert D. WaITE and
Nowranp M. Rzip,

Attorneys for Pluintiffs and Appellants, M. anwing
T. Allen, et al.

KenNNETH SpERRY,

Attorney for Plaintiffs and Appellants, Elwin
L. Alger, et al.
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APPENDIX.
Opinion of the District Court of Appeal.

[Civ. No. 19866. Second Dist., Div. One. Jan. 3,
1955.]

Manning T. Allen et al, Plaintiffs and Appellants, v.
City of Long Beach et al., Defendants and Appellants.

[Civ. No. 19867. Second Dist, Div. One. Jan 3,
1955.]

Elwin L. Alger et al., Plaintiffs and Appellants, v. City
of Long Beach et al., Defendants and Appellants.

Appeals from portions of judgments of the Superior
Court of Los Angeles County. Paul Nourse, Judge. Af-
firmed.

Actions for declaratory relief. Judgments holding part
of city pension plan valid and other part invalid, affirmed.

Albert D. White, Nowland M. Reid and Kenneth Sperry
for Plaintiffs and Appellants.

Walhfred Jacobson and Irving M. Smith, City Attor-
neys, and Clifford E. Hayes, Deputy City Attorney, for
Defendants and Appellants.

Drarravu, J—The same legal issues are presented by
the two above-entitled actions for declaratory relief. By
stipulation they were consolidated for trial in the superior
court, and were briefed and argued together on appeal.
So but one opinion has been prepared, which is, of course,
applicable to each case.

The plaintiffs in one case are all members of the police

force of the city of Long Beach, the plaintiffs in the other
case are all members of the fire department of the said
city. Each of them has a vested right to a pension under
the provisions of section 187 of the freeholders’ charter
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STATE OF CALIFORNIA
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STATE or CALIFORNIA .
Counry o Los AnGerLEs § 5

e e |
o %f;/‘&@/%zﬁz/m fzz., being first duly sworn, deposes and says:

That this affiant is a citizen of the United -8fates of America, a resident of the County of
Los Angeles, over the age of eighteen years, not a party to the within and?,above entitled action;

. . . A -
that this affiant is making this service for. ...« St me et bo o0 /*4*‘-*?{
who ...z the attornef.... for the
%/ﬁé nrn in this action; that this affiant is of the

firm of Parker & Son, Ing;é’é{ Fast Fourth Street, who are the printers and agents in this matter
for said attorney....., and have their offices in the City of Los Angeles, State of California.

That on the.. /22 day o

/&—6{/‘: G on the

_______________________________ SRS St Ton B, p Iy . T 2w SR

' Cﬁ& - j {4..._..in this action, by placing a true cosz thereof
in an envelope addressed to the attorney......of record for said..... ... chfg}fy,»mmz:/if.,

—— at the b}xsinéé/s/residence‘address Sf said
attorney......, as follows: A et T g il Z’a’mi VR N
P N Ly K dl Aoty Gpnd i
/ . e ! 4 /

and also served a-true copy on
County Clerk of --County, at the county geat
of said county, by then sealing said envelope ... and depositing the same, with postage thereon

fully prepaid, in the United States Post Office at Los Angeles, California.
That there is delivery service by United States mail at the place...... so addressed or there is
of mailing and the place......

a regular communication by mail between the place

AN
N

Pl b e L

- ~ O

Ve ;/ Marcugrre F. Crrpps, +

Notary Public\:,y ih and for the County of Los Angeles, State of California.

My Commission Expires January 3, 1956,
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Received copy of the ﬁhin for the judge
who tried the case this.//-%4.. day of I‘ebruary,
A, D. 1933,

Harovp J. OstLy, County Clerk.

By 75*4/" 7/7 %Jéiz/j , Dgputy.

Received three copies of the within for the
Clerk of the District Court of Appeal this /&
day of February, A. D. 1955,

/

Deputy.

e

Service of the within and rece}pt of a copy
thereof is hereby admitted this.z.xg;....day of
February, A. D. 1955,

2-11-55-35
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INTRODUCTION

Introduction

n conversations with local and regional business leaders and

economic development specialists in late 2009 as part of the

Commission’s study of state-level economic development activities,
the Commission heard repeatedly about California’s regulatory
environment and the need for greater clarity and consistency in how
regulations were developed.

After the Commission issued its 2010 report, Making Up For Lost Ground:
Creating A Governor’s Office of Economic Development, and the
subsequent opening of the Governor’s Office of Economic Development,
the Commission continued to explore concerns about the state’s
regulatory development process. The Commission heard that while most
businesses and public entities covered by regulations recognize
regulations as essential to a fair, safe and stable society, many felt that
California’s regulatory process was inconsistent, often unbalanced and
lacked transparency and accountability. These factors have undermined
confidence in the system.

Often when regulated entities complain about regulation, what they
really mean is a statute that they find particularly onerous. That is a
matter beyond the scope of this study. At other times, however, it is the
regulation and the process that developed it that they object to. At the
regulatory level, department staff, as well as regulated and unregulated
stakeholders, often struggle to find regulatory solutions to legislation that
lacks focus.

The Commission also heard complaints about the overlap of state, federal
and local regulations, and the difficulty business owners had in planning
expansions and investments because of it. “It would be nice to know at
the start what the rules are instead of being hit with surprises all along
the process,” Casey Houweling, who expanded his sustainable tomato
and cucumber green house operations in Oxnard, told the Commission.!

The State Water Resources Control Board may have one set of
conditions, while the nine regional boards may impose conditions of their
own, but at least all are state entities. Navigating the process can be
equally daunting for air quality regulations as the California Air
Resources Board is a state agency, though local air boards, with their
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own priorities are not. Their goals, however, are to improve measureable
benefits for the public good.

The Study Process

The Commission embarked on this study in June 2010 to see what
changes could be made in the regulatory process to improve
transparency and accountability, consistency and predictability.

In a bipartisan request, Senate Minority Leader Robert Dutton and
Assemblymember Felipe Fuentes in July 2010 asked the Commission to
focus specifically on how regulatory agencies developed and used
economic assessments in developing new rules. A copy of this request is
included in Appendix D. The Commission also had been encouraged to
take up the topic by the California State Board of Food and Agriculture,
which expressed concern that growers and ranchers faced layers of state,
federal and local regulations that sometimes conflict.

The camclutions and recommendations in this report are based on
written and oral testimony presented in two public hearings and a public
advisory committee meeting, all held in Sacramento, as well as extensive
interviews and staff research.

The Commission held the first hearing on October 28, 2010, to learn
about the landscape of economic analysis in the development of
regulations and to hear from regulated groups, including representatives
from the building and agriculture industries. The Commission also
heard from economists from the City and County of San Francisco and
the State of Arizona about their regulatory review practices.

The second hearing, on January 27, 2011, focused on different
approaches to ecconomic analysis, the state’s regulatory oversight
practices and how two agencies used economic analysis in developing
proposed regulations. The Commission also heard from an owner of a
Fresno transportation firm who had been affected by diesel particulate
regulations. Hearing witnesses are listed in Appendix A.

On August 26, 2011, the Commission held an advisory committee
meeting to learn more about the concerns and perspectives of non-
regulated stakeholders, specifically environmental groups and labor
representatives, about the use of economic impact analysis in the
development of regulations. Participants in this meeting are listed in
Appendix B.
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Throughout the study, Commission staff received valuable input through
extensive interviews and meetings with experts in economic analysis, the
rulemaking process and regulatory review practices at the city, state and
federal levels. The process involved interviews with current and former
state employees who have been involved in the process both at the
rulemaking level and at the review and oversight level. Their input was
important and invaluable. The research process also relied on interviews
with outside economists, many of them academics, who had participated
in California’s regulatory process and could provide informed and
independent perspectives.

Though the Commission greatly benefited from the contributions of all
who shared their expertise, the findings and recommendations in this
report are the Commission’s own.

Hearing agendas, written testimony submitted electronically for each of
the hearings, as well as this report are available online at the
Commission’s Web site, www.lhc.ca.gov. The Commission hearings are
archived on the California Channel, accessible at www.calchannel.com.
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3.28.710 - Normal Rate of Contribution - Determination.

A.

For non-Tier 2 members: Except as provided under Section 3.28.200.A.1 and 3.28.200.A.2., the
normal rate of contribution required of members shall be such that, based on interest and mortality
tables and other relevant actuarial data, the total amount of normal contributions which will be
required of members under the provisions of this Chapter will be sufficient to pay, when due, three-
elevenths (3/11) of the amount of all pensions, allowances and other benefits which are and will
become payable under this System on account or because of current service rendered on or after
July 1, 1975; provided and excepting, however, that if and when, from time to time, the members'
normal rate of contribution is hereafter amended or changed, the new rate shall not include any
amount designed to thereafter recover from members or return to members the difference between
the amount of normal contributions theretofore actually required to be paid by members and any
greater or lesser amount which, because of amendments hereafter made to this System or as a
result of experience under this System, said members should have theretofore been required to pay
in order to make their normal contributions equal three-elevenths (3/11) of the abovementioned
pensions, allowances and other benefits which are or will become payable on account or because of
current service rendered on or after July 1, 1975, and before the effective date of the new rate.
Notwithstanding the foregoing, members subject to this subsection A shall be responsible for any
additional contributions described in Section 3.28.200, to the extent applicable to such member.

For Tier 2 members: Except as provided under 3.28.200.B, the normal rate of contribution required
of Tier 2 members shall be such that, based on interest and mortality tables and other relevant
actuarial data, the total amount of normal contributions which will be required of members under the
provisions of this Chapter will be sufficient to pay, when due, haif of the amount of all pensions,
allowances and other benefits which are and will become payable under this System on account or
because of service rendered by Tier 2 members, including any amount designed to recover from
members the difference between the amount of normal contributions theretofore actually required to
be paid by members and any greater amount which, because of amendments hereafter made to this
System or as a result of experience under this System, said members should have theretofore been
required to pay in order to make their normal contributions half of the cost of the abovementioned
pensions, allowances and other benefits which are or will become payable to such Tier 2 members
on or after September 30, 2012.

There shall be no offset to normal cost contribution rates in the event Plan funding exceeds one
hundred percent (100%). Both the City and employees shall always make the full annual required
Plan contributions as calculated by the Retirement Board actuaries which will be in compliance with
applicable laws and will ensure the qualified status under the Internal Revenue Code.

(Prior code § 2904.1251; Ords. 29120, 29904, 30017.)
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CPI Calculator Information | Federal Reserve Bank of Minneapolis

FEDERAL RESERVE BANK of MINNEAPOLIS HOME CAREERS CONTACT

About the Fed Banking Supervision Economic Research Regional Economy Community & Education

Page 1 of 2

] LSearch 1]

News & Events Publications

Home > Community and Education > Financial and Economic Education > CP{ Calculator Information

Student Essay Contest

federalreserveeducation.org

CPI1 Calculator information

Past Events

CPI Calculator Information

What is a dollar worth?

The Consumer Price Index (CPl) is a measure of the average
change in prices over time in a market basket of goods and
services. The Bureau of Labor Statistics releases CP| data
monthiy.

» Consumer Price Index and Inflation Rates, 1913-
» Consumer Price Index and Inflation Rates (Estimate), 1800-
* CPI calcutator

* App information

How the CPI is used to make these calculations
What would an item or service purchased in 2017 be worth in
19?7 dollars?

Example:

The CPl is used to calculate how prices have changed over the
years. Let's say you have $7 in your pocket to purchase some
goods and services today. How much money would you have
needed in 1950 to buy the same amount of goods and services?

The CPI for 1950 = 24.1

The CPI for 2017 = 244.73*

Use the following formula to compute the calculation:
1950 Price = 2017 Price x (1950 CPI/ 2017 CPI*)
$0.69 = $7.00 x (24.1/244.7)

What would an item or service purchased in 19?72 be worth in
2017 dollars?

Example:

Let's say your parents told you that in 1950 a movie cost 25
cents. How could you tell if movies have increased in price faster
or slower than most goods and services? To convert that price
into today's dollars, use the CPI.

The CPI for 1950 = 24 1

The CPI for 2017 = 244.7*

A movie in 1950 = $0.25

Use the following formula to compute the calculation:
2017 Price = 1950 Price x (2017 CPI*/ 1950 CPI)
$2.54 = $0.25 x (244.7 / 24.1)

A full-price movie at a Minneapolis theater costs between $7.00
and $11.00. Looks like movies have increased in price faster than
most other goods and services.

*An estimate for 2017 is based on the change in the CPi from third quarter
2016 to third quarter 2017.

Latest Content from
the Minneapolis Fed

Food-sysiem initiatives promote health
and wealth in North Minneapolis S

Community Dividend

New Northside market offers fresh food

Community Dividend

U.S. inequalily: It's worse than we
thought €EZE
The Region

Logking ahead for the Twin Ports <G5&E

ledgazetie

Neel Kashkari at Howard University
Symposium on Too Big to Fail

President's Speeches

Connect
MinneapolisFed on Twitter
Minneapolis Fed on Facebook
RSS Feeds

https://www.minneapolisfed.org/community/financial-and-economic-education/cpi-calcula... 4/23/2018
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Minneapolis Fed Other Federal Reserve System Sites
About the Fed Privacy Board of Governors  Kansas City
Banking Supervision Disclaimer Atlanta New York
Economic Research  Accessibility Boston Phijadelphia
Regional Economy Glossary Chicago Richmond
Community Careers Cleveland San Francisco
News & Events Contact Us Dallas St. Louis
Publications
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California Public Employees’ Retirement System
Actuarial Office
P.0. Box 942701

\\ ,// Sacramento, CA 94229-2701
A Z. TTY: (916) 795-3240
CalPFRS  (888) 2257377 phone - (916) 795-2744 fax

www.calpers.ca.gov

July 2017

MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA (CalPERS
ID: 4104962804)
Annual Valuation Report as of June 30, 2016

Dear Employer,

As an attachment to this letter, you will find a copy of the June 30, 2016 actuarial valuation report of your pension
plan. Your 2016 actuarial valuation report contains important actuarial information about your pension plan at CalPERS.
Your CalPERS staff actuary, whose signature appears in the “Actuarial Certification” section on page 1, is available to
discuss the report with you after August 31, 2017.

Required Contributions

The exhibit below displays the minimum required employer contributions and the Employee PEPRA Rate for Fiscal Year
2018-19 along with estimates of the required contributions for Fiscal Years 2019-20 and 2020-21. Member
contributions other than cost sharing (whether paid by the employer or the employee) are in addition to the results
shown below. The required employer contributions in this report do not reflect any cost sharing
arrangement you may have with your employees.

Fiscal Year Employer Normal Employer Amortizat_ion_ gf Employee
Cost Rate Unfunded Accrued Liability PEPRA Rate
2018-19 8.273% $39,554,600 6.00%
Projected Results
2019-20 8.7% $47,539,000 78D
2020-21 9.7% $53,336,000 78D

The actual investment return for Fiscal Year 2016-17 was not known at the time this report was prepared. The
projections above assume the investment return for that year would be 7.375 percent. If the actual investment
return for Fiscal year 2016-17 differs from 7.375 percent. the actual contribution requirements for the
projected years will differ from those shown above.

Moreover, the projected results for Fiscal Years 2019-20 and 2020-21 also assume that there are no future plan
changes, no further changes in assumptions other than those recently approved, and no liability gains or losses. Such
changes can have a significant impact on required contributions. Since they cannot be predicted in advance, the
projected employer results shown above are estimates. The actual required employer contributions for Fiscal year
2019-20 will be provided in next year's report.

For additional details regarding the assumptions and methods used for these projections please refer to the “Projected
Employer Contributions” in the “Highlights and Executive Summary” section.

The required contributions shown above include a Normal Cost component expressed as a percentage of payroll and a
payment toward Unfunded Accrued Liability expressed as a dollar amount. Actual contributions for Fiscal Year 2018-19
and all future years will be collected on that basis. For illustrative total contribution requirements expressed as
percentages of payroll, please see pages 4 and 5 of the report.

The “Risk Analysis” section of the valuation report on page 21 also contains estimated employer contributions in future
years under a variety of investment return scenarios.



MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
(CalPERS ID: 4104962804)

Annual Valuation Report as of June 30, 2016

Page 2

Changes since the Prior Year's Valuation

On December 21, 2016, the CalPERS Board of Administration lowered the discount rate from 7.50 percent to 7.00
percent using a three year phase-in beginning with the June 30, 2016 actuarial valuations. The minimum employer
contributions for Fiscal Year 2018-19 determined in this valuation were calculated using a discount rate of 7.375
percent. The projected employer contributions on Page 5 are calculated assuming that the discount rate will be
lowered to 7.25 percent next year and to 7.00 percent the following year as adopted by the Board.

Beginning with Fiscal Year 2017-18 CalPERS began collecting employer contributions toward the plan’s unfunded
liability as dollar amounts instead of the prior method of a contribution rate. This change addresses potential funding
issues that could arise from a declining payroll or reduction in the number of active members in the plan. Funding the
unfunded liability as a percentage of payroll could lead to the underfunding of the plans. Due to stakeholder feedback
regarding internal needs for total contributions expressed as a percentage of payroll, the reports have been modified to
include such results in the contribution projection on page 5. These results are provided for information purposes only.
Contributions toward the unfunded liability will continue to be collected as dollar amounts.

The CalPERS Board of Administration adopted a Risk Mitigation Policy which is designed to reduce funding risk over
time. This Policy has been temporarily suspended during the period over which the discount rate is being lowered.
More details on the Risk Mitigation Policy can be found on our website.

Besides the above noted changes, there may also be changes specific to the plan such as contract amendments and
funding changes.

Further descriptions of general changes are included in the “Highlights and Executive Summary” section and in
Appendix A, “Actuarial Methods and Assumptions.” The effects of the changes on the required contributions are
included in the “Reconciliation of Required Employer Contributions” section.

We understand that you might have a number of questions about these results. While we are very interested in
discussing these results with your agency, in the interest of allowing us to give every public agency their results, we
ask that you wait until after August 31 to contact us with actuarial questions. If you have other questions, you may call
the Customer Contact Center at (888)-CalPERS or (888-225-7377).

Sincerely,

SCOTT TERANDO
Chief Actuary
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CalPERS
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEQUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

ACTUARIAL CERTIFICATION

To the best of our knowledge, this report is complete and accurate and contains sufficient information to
disclose, fully and fairly, the funded condition of the MISCELLANEOUS PLAN OF THE METROPOLITAN
WATER DISTRICT OF SOUTHERN CALIFORNIA. This valuation is based on the member and financial data as
of June 30, 2016 provided by the various CalPERS databases and the benefits under this plan with CalPERS
as of the date this report was produced. It is our opinion that the valuation has been performed in
accordance with generally accepted actuarial principles, in accordance with standards of practice prescribed
by the Actuarial Standards Board, and that the assumptions and methods are internally consistent and
reasonable for this plan, as prescribed by the CalPERS Board of Administration according to provisions set
forth in the California Public Employees’ Retirement Law.

The undersigned is an actuary for CalPERS, a member of the American Academy of Actuaries and the
Society of Actuaries and meets the Qualification Standards of the American Academy of Actuaries to render
the actuarial opinions contained herein.

BARBARA J. WARE, FSA, MAAA
Enrolled Actuary
Senior Pension Actuary, CalPERS
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEQUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

introduction

This report presents the results of the June 30, 2016 actuarial valuation of the MISCELLANEOUS PLAN OF
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA of the California Public Employees’
Retirement System (CalPERS). This actuarial valuation sets the required employer contributions for Fiscal
Year 2018-19.

Purpose of the Report

The actuarial valuation was prepared by the CalPERS Actuarial Office using data as of June 30, 2016. The
purpose of the report is to:

»  Set forth the assets and accrued liabilities of this plan as of June 30, 2016;

»  Determine the required employer contributions for the fiscal year July 1, 2018 through June 30, 2019;

»  Provide actuarial information as of June 30, 2016 to the CalPERS Board of Administration and other
interested parties.

The pension funding information presented in this report should not be used in financial reports subject to
Governmental Accounting Standards Board {GASB) Statement No. 68 for an Agent Employer Defined Benefit
Pension Plan. A separate accounting valuation report for such purposes is available from CalPERS and
details for ordering are available on our website.

The measurements shown in this actuarial valuation may not be applicable for other purposes. The
employer should contact their actuary before disseminating any portion of this report for any reason that is
not explicitly described above.

Future actuarial measurements may differ significantly from the current measurements presented in this
report due to such factors as the following: plan experience differing from that anticipated by the economic
or demographic assumptions; changes in economic or demographic assumptions; changes in actuarial
policies; and changes in plan provisions or applicable law.

California Actuarial Advisory Panel Recommendations

This report includes all the basic disclosure elements as described in the Mode! Disclosure Elements for
Actuarial Valuation Reports recommended in 2011 by the California Actuarial Advisory Panel (CAAP), with
the exception of including the original base amounts of the various components of the unfunded liability in
the Schedule of Amortization Bases shown on page 15.

Additionally, this report includes the following “Enhanced Risk Disclosures” also recommended by the CAAP
in the Model Disclosure Elements document:

¢ A "Deterministic Stress Test,” projecting future results under different investment income
scenarios

»  A™Sensitivity Analysis,” showing the impact on current valuation results using alternative discount
rates of 6.0 percent, 7.0 percent and 8.0 percent.
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Required Contributions

Fiscal Year
Required Employer Contribution 2018-19
Employer Normal Cost Rate 8.273%
Plus Either
1) Monthly Employer Dollar UAL Payment $ 3,296,217
Or
2) Annual UAL Prepayment Option $ 38,172,043
Required PEPRA Member Contribution Rate 6.00%

The total minimum required employer contribution is the sum of the Plan’s Employer Normal Cost Rate
(expressed as a percentage of payroll) plus the Employer Unfunded Accrued Liability (UAL) Contribution
Amount (billed monthly in dollars).

Only the UAL portion of the employer contribution can be prepaid (which must be received in full no
later than July 31). Plan Normal Cost contributions will be made as part of the payroll reporting
process. If there is contractual cost sharing or other change, this amount will change.

$§20572 of the Public Employees’ Retirement Law assesses interest at an annual rate of 10 percent if a
contracting agency fails to remit the required contributions when due.

For additional detail regarding the determination of the required contribution for PEPRA members, see
Appendix D. Required member contributions for Classic members can be found in Appendix B.

-

Fiscal Year Fiscal Year
2017-18 2018-19
Normal Cost Contribution as a Percentage of Payroll
Total Normal Cost 14.781% 15.163%
Employee Contribution! 6.928% 6.890%
Employer Normal Cost 7.853% 8.273%
Projected Annual Payrolt for Contribution Year $ 216,562,734 $ 223,495,119
Estimated Employer Contributions Based On
Projected Payroli
Total Normal Cost $ 32,010,138 $ 33,888,565
Employee Contribution® 15,003,466 15,398,814
Employer Normal Cost 17,006,672 18,489,751
Unfunded Liability Contribution 32,560,150 39,554,600
% of Projected Payroll (illustrative only) 15.035% 17.698%
Estimated Total Employer Contribution $ 49,566,822 $ 58,044,351
% of Projected Payroll (illustrative only) 22.888% 25.971%

For classic members, this is the percentage specified in the Public Employees Retirement Law, net of any reduction from
the use of a madified formula or other factors. For PEPRA members, the member contribution rate is based on 50
percent of the normaf cost. A development of PEPRA member contribution rates can be found in Appendix D. Employee
cost sharing is not shown in this report.
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Plan’s Funded Status

June 30, 2015 June 30, 2016

1. Present Value of Projected Benefits $ 2,253,262,133 $ 2,372,280,758
2. Entry Age Normal Accrued Liability 2,060,838,792 2,166,285,855
3. Market Value of Assets (MVA) $ 1,556,550,472 $ 1,523,692,793
4. Unfunded Accrued Liability (UAL) [(2) ~ (3)] $ 504,288,320 $ 642,593,062

5. Funded Ratio [(3) / (2)] 75.5% 70.3%
This measure of funded status is an assessment of the need for future employer contributions based on the
selected actuarial cost method used to fund the plan. The UAL is the present value of future employer
contributions for service that has already been earned and is in addition to future normal cost contributions
for active members. For a measure of funded status that is appropriate for assessing the sufficiency of plan
assets to cover estimated termination liabilities, please see “Hypothetical Termination Liability” in the “Risk
Analysis” section.

Projected Employer Contributions

The table below shows the required and projected employer contributions (before cost sharing) for the next
six fiscal years. Projected results reflect the adopted changes to the discount rate described in Appendix A,
“Actuarial Methods and Assumptions.” The projections also assume that all actuarial assumptions will be
realized and that no further changes to assumptions, contributions, benefits, or funding will occur during the
projection period. The projected normal cost percentages in the projections below do not reflect that the
normal cost will decline over time as new employees are hired into PEPRA or other lower cost benefit tiers.

Required Projected Future Employer Contributions
Contribution (Assumes 7.375% Return for Fiscal Year 2016-17)
Fiscal Year 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
Normal Cost % 8.273% 8.7% 9.7% 9.7% 9.7% 9.7% 9.7%
UAL Payment 39,554,600 | 47,539,000 | 53,336,000 | 60,805,000 | 67,424,000 71,915,000 | 75,759,000
[¢)

;gf/‘jé asa % of 26.0% 29.4% 32.2% 34.6% 36.5% 37.4% 38.1%
Projected Payroll 223,495,119 | 230,199,973 | 237,105,972 | 244,219,152 | 251,545,727 259,092,099 | 266,864,861

*Illustrative only and based on the projected payroll shown.

Changes in the UAL due to actuarial gains or losses as well as changes in actuarial assumptions or methods
are amortized using a 5-year ramp up. For more information, please see “Amortization of the Unfunded
Actuarial Accrued Liability” under “Actuarial Methods” in Appendix A. This method phases in the impact of
unanticipated changes in UAL over a 5-year period and attempts to minimize employer cost volatility from
year to year. As a result of this methodology, dramatic changes in the required employer contributions in
any one year are less likely. However, required contributions can change gradually and significantly over the
next five years. In years where there is a large increase in UAL the relatively smail amortization payments
during the ramp up period could result in a funded ratio that is projected to decrease initially while the
contribution impact of the increase in the UAL is phased in.

Due to the adopted changes in the discount rate for the next two valuations in combination with the 5-year
phase-in ramp, the increases in the required contributions are expected to continue for seven years from
Fiscal Year 2018-19 through Fiscal Year 2024-25.

For projected contributions under alternate investment return scenarios, please see the “Analysis of Future
Investment Return Scenarios” in the “Risk Analysis” section.
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Cost

Actuarial Cost Estimates in General
What is the cost of the pension plan?
Contributions to fund the pension plan are comprised of two components:

*  The Normal Cost, expressed as a percentage of total active payroll.
*  The Amortization of the Unfunded Accrued Liability (UAL), expressed as a dollar amount.

For fiscal years prior to FY 2017-18, the Amortizations of UAL component was expressed as percentage of
total active payroll. Starting with FY 2017-18, the Amortization of UAL component will be expressed as a
dollar amount and will be invoiced on a monthly basis. There will be an option to prepay this amount during
July of each fiscal year.

The Normal Cost component will continue to be expressed as a percentage of active payroll with employer
and employee contributions payable as part of the regular payroll reporting process.

The determination of both components requires complex actuarial calculations. The calculations are based
on a set of actuarial assumptions which can be divided into two categories:

* Demographic assumptions (which includes mortality rates, retirement rates, employment
termination rates, disability rates)
»  Economic assumptions (which includes future investment earnings, inflation, salary growth rates)

These assumptions reflect CalPERS best estimate of the future experience of the plan and are long term in
nature. We recognize that all the assumptions will not be realized in any given year. For example, the
investment earnings at CalPERS have averaged 7.0 percent over the 20 years ending June 30, 2016, yet
individuat fiscal year returns have ranged from -24 percent to +21.7 percent. In addition, CalPERS reviews
all the actuarial assumptions on an ongoing basis by conducting in depth experience studies every four
years.
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Changes since the Prior Year’s Valuation

Benefits

The standard actuarial practice at CalPERS is to recognize mandated legislative benefit changes in the first
annual valuation following the effective date of the legislation. Voluntary benefit changes by plan
amendment are generally included in the first valuation that is prepared after the amendment becomes
effective, even if the valuation date is prior to the effective date of the amendment.

This valuation generally reflects plan changes by amendments effective before the date of the report. Please
refer to the “Plan’s Major Benefit Options” and Appendix B for a summary of the plan provisions used in this
valuation. The effect of any mandated benefit changes or plan amendments on the unfunded liability is
shown in the “(Gain)/Loss Analysis” and the effect on the employer contribution is shown in the
“Reconciliation of Required Employer Contributions.” It should be noted that no change in liability or
contribution is shown for any plan changes which were already included in the prior year’'s valuation.

Actuarial Methods and Assumptions

On December 21, 2016, the CalPERS Board of Administration lowered the discount rate from 7.50 percent to
7.00 percent using a three year phase-in beginning with the June 30, 2016 actuarial valuations. The
minimum employer contributions for Fiscal Year 2018-19 determined in this valuation were calculated using
a discount rate of 7.375 percent. The projected employer contributions on Page 5 are calculated assuming
that the discount rate will be lowered to 7.25 percent next year and 7.00 percent the following year as
adopted by the Board. The decision to reduce the discount rate was primarily based on reduced capital
market assumptions provided by external investment consultants and CalPERS investment staff. The specific
decision adopted by the Board reflected recommendations from CalPERS staff and additional input from
employer and employee stakeholder groups. Based on the investment allocation adopted by the Board and
capital market assumptions, the reduced discount rate assumption provides a more realistic assumption for
the long term investment return of the fund.

Notwithstanding the Board’s decision to phase into a 7.0 percent discount rate, subsequent analysis of the
expected investment return of CalPERS assets or changes to the investment allocation may result in a
change to this three year discount rate schedule. A comprehensive analysis of all actuarial assumptions and
methods including the discount rate will be conducted in 2017.

Subsequent Events

The contribution requirements determined in this actuarial valuation report are based on demographic and
financial information as of June 30, 2016. Changes in the value of assets subsequent to that date are not
reflected. Declines in asset values will increase the required contribution, while investment returns above
the assumed rate of return will decrease the actuarial cost of the plan.

This actuarial valuation report reflects statutory changes, regulatory changes and CalPERS Board actions
through January 2017. Any subsequent changes or actions are not reflected.

Page 7



ASSETS

e RECONCILIATION OF THE MARKET VALUE OF ASSETS
e ASSET ALLOCATION

» CALPERS HISTORY OF INVESTMENT RETURNS



CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Reconciliation of the Market Value of Assets

H
o

WONN AW

Market Value of Assets as of 6/30/15 including Receivables
Change in Receivables for Service Buybacks

Employer Contributions

Employee Contributions

Benefit Payments to Retirees and Beneficiaries

Refunds

Lump Sum Payments

Transfers and Miscellaneous Adjustments

Net Investment Return

Market Value of Assets as of 6/30/16 including Receivables

$

$

1,556,550,472
(625,420)
38,396,861
14,344,411
(91,667,827)
(733,628)

0

1,164,332
6,263,592

1,523,692,793
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEQUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Asset Allocation

CalPERS adheres to an Asset Ailocation Strategy which establishes asset class allocation policy targets and
ranges, and manages those asset class allocations within their policy ranges. CalPERS Investment Belief No.
6 recognizes that strategic asset allocation is the dominant determinant of portfolio risk and return. On
February 19, 2014, the CalPERS Board of Administration adopted changes to the current asset allocation as
shown in the Policy Target Allocation below expressed as a percentage of total assets.

The asset allocation and market value of assets shown below reflect the values of the Public Employees’
Retirement Fund (PERF) in its entirety as of June 30, 2016. The assets for METROPOLITAN WATER
DISTRICT OF SOUTHERN CALIFORNIA MISCELLANEQOUS PLAN are part of the PERF and are invested
accordingly.

(B) (©)
(A) Market Value Policy Target

Asset Class ($ Billion) Allocation
Public Equity 153.1 51.0%
Private Equity 264 10.0%
Global Fixed Income 59.9 20.0%
Liquidity 45 1.0%
Real Assets 31.8 12.0%
Inflation Sensitive Assets 17.8 6.0%
Other 1.6 0.0%
Total Fund $295.1 100.0%

Asset Allocation at 6/30/2016

Inflation ~ Other
6.0% [05%

Real Assets

10.8%

Liquidity

1.5%
Global Equity
51.9%

Global Fixed
Income
20.3%

Private Equity
9.0%
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CALPERS ACTUARIAL VALUATION - June 30, 2016

MISCELLANEQOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

CalPERS ID: 4104962804

CalPERS History of Investment Returns

The following is a chart with the 20-year historical annual returns of the Public Employees Retirement Fund
for each fiscal year ending on June 30. Beginning in 2002, the figures are reported as gross of fees.
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The table below shows historical geometric mean annual returns of the Public Employees Retirement Fund
for various time periods ending on June 30, 2016, (figures are reported as gross of fees). The geometric
mean rate of return is the average rate per period compounded over multiple periods. It should be
recognized that in any given year the rate of return is volatile. The portfolio has an expected volatility of
11.8 percent per year based on the most recent Asset Liability Modelling study. The volatility is a measure of
the risk of the portfolio expressed in the standard deviation of the fund’s total return distribution, expressed
as a percentage. Consequently, when looking at investment returns, it is more instructive to look at returns
over longer time horizons.

History of CalPERS Geometric Mean Rates of Return and Volatilities

1 year 5 year 10 year 20 year 30 year
Geometric Return 0.6% 6.6% 5.0% 7.0% 8.2%
Volatility - 8.1% 14.0% 11.8% 10.1%
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEGUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Development of Accrued and Unfunded Liabilities

o

. Present Value of Projected Benefits

a) Active Members

b) Transferred Members

¢) Terminated Members

d) Members and Beneficiaries Receiving Payments
e) Total

Present Value of Future Employer Normal Costs
Present Value of Future Employee Contributions
Entry Age Normal Accrued Liability

a) Active Members [(1a) - (2) - (3)]

b) Transferred Members (1b)
¢) Terminated Members (1c)

d) Members and Beneficiaries Receiving Payments (1d)

e) Total

Market Value of Assets (MVA)
Unfunded Accrued Liability (UAL) [(4e) - (5)]
Funded Ratio [(5) / (4€)]

A

June 30, 2015

June 30, 2016

1,147,558,599 1,188,656,823
25,904,694 25,287,374
23,336,374 24,492,732
1,056,462,466 1,133,843,829
2,253,262,133 2,372,280,758
99,894,041 110,091,418
92,529,300 95,903,485
955,135,258 982,661,920
25,904,694 25,287,374
23,336,374 24,492,732
1,056,462,466 1,133,843,829
2,060,838,792 2,166,285,855
1,556,550,472 1,523,692,793
504,288,320 642,593,062
75.5% 70.3%
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

(Gain)/Loss Analysis 6/30/15 - 6/30/16

To calculate the cost requirements of the plan, assumptions are made about future events that affect the
amount and timing of benefits to be paid and assets to be accumulated. Each year, actual experience is
compared to the expected experience based on the actuarial assumptions. This results in actuarial gains or
losses, as shown below.

1. Total (Gain)/Loss for the Year

a) Unfunded Accrued Liability (UAL) as of 6/30/15 $ 504,288,320
b) Expected Payment on the UAL during 2015-16 24,401,837
¢) Interest through 6/30/16 [.075 x (1a) - ((1.075)” - 1) x (1b)] 36,923,098
d) Expected UAL before all other changes [(1a) - (1b) + (10)] 516,809,581
e) Change due to plan changes 0
f) Change due to assumption change 31,213,949
g) Expected UAL after all other changes [(1d) + (1e) + (1f)] 548,023,530
h) Actual UAL as of 6/30/16 642,593,062
i) Total (Gain)/Loss for 2015-16 [(1h) - (1g)] $ 94,569,532
2. Contribution (Gain)/Loss for the Year
a) Expected Contribution (Employer and Employee) $ 54,433,612
b) Interest on Expected Contributions 2,004,358
c) Actual Contributions 52,741,272
d) Interest on Actual Contributions 1,942,043
€) Expected Contributions with Interest {(2a) + (2b)] 56,437,970
f) Actual Contributions with Interest [(2c) + (2d)] 54,683,315
g) Contribution (Gain)/Loss [(2e) - (2f)] $ 1,754,655
3. Asset (Gain)/Loss for the Year
a) Market Value of Assets as of 6/30/15 $ 1,556,550,472
b) Prior Fiscal Year Receivables (4,903,336)
c) Current Fiscal Year Receivables 4,277,916
d) Contributions Received 52,741,272
e) Benefits and Refunds Paid (92,401,455)
f) Transfers and Miscellaneous Adjustments 1,164,332
g) Expected Int. [.075 x (3a + 3b) + ((1.075)" - 1) x ((3d) + (3e) + (3f))] 114,956,038
h) Expected Assets as of 6/30/16 [(3a) + (3b) + (3c) + (3d) + (3e) + (3f) + (39)] 1,632,385,239
i) Market Value of Assets as of 6/30/16 1,523,692,793
j) Asset (Gain)/Loss [(3h) - (3)] $ 108,692,446
4. Liability (Gain)/Loss for the Year
a) Total (Gain)/Loss (1i) $ 94,569,532
b) Contribution (Gain)/Loss (2g) 1,754,655
¢) Asset (Gain)/Loss (3j) 108,692,446
d) Liability (Gain)/Loss [(4a) - (4b) - (4c)] $ (15,877,569)
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

30-Year Amortization Schedule and Alternatives

The amortization schedule on the previous page shows the minimum contributions required according to
CalPERS amortization policy. There has been considerable interest from many agencies in paying off these
unfunded accrued liabilities sooner and the possible savings in doing so. As a result, we have provided
alternate amortization schedules to help analyze the current amortization schedule and illustrate the
advantages of accelerating unfunded liability payments.

Shown on the following page are future year amortization payments based on 1) the current amortization
schedule reflecting the individual bases and remaining periods shown on the previous page, and 2) alternate
“fresh start” amortization schedules using two sample periods that would both result in interest savings
relative to the current amortization schedule. Note that the payments under each alternate scenario
increase by 3 percent per year. The schedules do not reflect the impact of adopted discount rate
changes that will become effective beyond June 30, 2016. Therefore, future amortization
payments displayed in the Current Amortization Schedule on the following page will not match
projected amortization payments shown in connection with Projected Employer Contributions
provided elsewhere in this report.

The Current Amortization Schedule typically contains individual bases that are both positive and negative.
Positive bases result from plan changes, assumption changes or plan experience that result in increases to
unfunded liability. Negative bases result from plan changes, assumption changes or plan experience that
result in decreases to unfunded liability. The combination of positive and negative bases within an
amortization schedule can result in unusual or problematic circumstances in future years such as:

= A positive total unfunded liability with a negative total payment,
*  Anegdative total unfunded liability with a positive total payment, or
e  Total payments that completely amortize the unfunded liability over a very short period of time

In any year where one of the above scenarios occurs, the actuary will consider corrective action such as
replacing the existing unfunded liability bases with a singie “fresh start” base and amortizing it over a
reasonable period.

The Current Amortization Schedule on the following page may appear to show that, based on the current
amortization bases, one of the above scenarios will occur at some point in the future. It is impossible to
know today whether such a scenario will in fact arise since there will be additional bases added to the
amortization schedule in each future year. Should such a scenario arise in any future year, the actuary will
take appropriate action based on guidelines in the CalPERS amortization policy. For purposes of this display,
total payments include any negative payments. Therefore, the amount of estimated savings may be
understated to the extent that negative payments appear in the current schedute.
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

30-Year Amortization Schedule and Alternatives

Current Amortization

Alternate Schedules

20 Year Amortization

15 Year Amortization

Schedule*

Date Balance Payment Balance Payment Balance Payment
6/30/2018 678,636,441 39,554,600 678,636,441 50,729,765 678,636,441 61,725,946
6/30/2019 687,698,647 47,340,356 676,118,728 52,251,658 664,724,275 63,577,724
6/30/2020 689,361,440 52,097,017 671,838,319 53,819,207 647,867,239 65,485,056
6/30/2021 686,217,921 57,360,288 665,617,905 55,433,784 627,790,583 67,449,608
6/30/2022 677,388,667 61,585,003 657,265,681 57,096,797 604,197,567 69,473,096
6/30/2023 663,530,525 63,432,552 646,574,234 58,809,701 576,767,790 71,557,289
6/30/2024 646,735,881 65,335,528 633,319,349 60,573,992 545,155,386 73,704,007
6/30/2025 626,730,729 59,918,060 617,258,724 62,391,212 508,987,096 75,915,128
6/30/2026 610,863,883 62,419,206 598,130,591 64,262,948 467,860,190 78,192,581
6/30/2027 591,235,121 64,291,781 575,652,228 66,190,837 421,340,234 80,538,359
6/30/2028 568,218,339 66,220,535 549,518,372 68,176,562 368,958,691 82,954,510
6/30/2029 541,505,460 68,207,151 519,399,497 70,221,858 310,210,348 85,443,145
6/30/2030 510,763,934 70,253,366 484,939,980 72,328,514 244,550,544 88,006,439
6/30/2031 475,634,896 65,897,331 445,756,116 74,498,370 171,392,194 90,646,632
6/30/2032 442,428,898 65,026,338 401,433,997 76,733,321 90,102,597 93,366,031
6/30/2033 407,676,495 59,004,105 351,527,223 79,035,320
6/30/2034 376,601,457 56,603,946 295,554,448 81,406,380
6/30/2035 345,721,726 54,006,673 232,996,743 83,848,571
6/30/2036 315,255,957 51,202,623 163,294,763 86,364,029
6/30/2037 285,448,949 51,483,232 85,845,696 88,954,949
6/30/2038 253,152,902 51,734,595
6/30/2039 218,214,553 53,286,633
6/30/2040 179,091,250 54,885,231
6/30/2041 135,426,106 42,690,435
6/30/2042 101,177,137 39,127,365
6/30/2043 68,094,429 33,919,799
6/30/2044 37,968,051 18,402,974
6/30/2045 21,698,683 10,496,106
6/30/2046 12,422,695 9,561,457
6/30/2047 3,431,104 3,555,376
Totals 1,498,899,662 1,363,127,775 1,148,035,551
Interest Paid 820,263,221 684,491,334 469,399,110
Estimated Savings 135,771,887 350,864,111

* This schedule does not reflect the impact of adopted discount rate changes that will become effective
beyond June 30, 2016. For Projected Employer Contributions, please see Page 5.
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEQUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Reconciliation of Required Employer
Contributions

Normal Cost (% of Payroll)
1. For Period 7/1/17 — 6/30/18

a) Employer Normal Cost 7.853%
b) Employee Contribution 6.928%
c) Total Normal Cost 14.781%

2. Changes since the prior year annual valuation

a) Effect of changes in demographics resuits (0.053%)
b) Effect of plan changes 0.000%
c) Effect of changes in assumptions 0.435%
d) Net effect of the changes above [sum of (a) through (c)] 0.382%

3. For Period 7/1/18 — 6/30/19

a) Employer Normal Cost 8.273%
b) Employee Contribution 6.890%
c) Total Normal Cost 15.163%
Employer Normal Cost Change [(3a) — (1a)] 0.420%
Employee Contribution Change [(3b) — (1b)] (0.038%)

Unfunded Liability Contribution ($)

1. For Period 7/1/17 — 6/30/18 32,560,150

2. Changes since the prior year annual valuation
a) Effect of (gain)/loss during prior year 1,508,711
b) Effect of plan changes 0
¢) Effect of changes in assumptions® 715,977
d) Changes to prior year amortization payments? 4,769,762
e) Effect of changes due to Fresh Start 0
f) Effect of elimination of amortization base 0
g) Net effect of the changes above [sum of (a) through (f)] 6,994,450

3. For Period 7/1/18 — 6/30/19 [(1)+(2g)] 39,554,600

-

The unfunded liability contribution for the (gain)/loss during the year prior to the valuation date is 20 percent of the
“full” annual requirement due to the 5-year ramp. Increases to this amount that occur during the ramp period will be
included in line d) in future years.

N

The unfunded liability contribution for the change in assumptions is 20 percent of the “full” annual requirement due to
the 5-year ramp. Increases to this amount that occur during the ramp period will be included in line d) in future years.

w

Includes changes due to 5-year ramp, payroll growth assumption, and re-amortization under new discount rate.

The amounts shown for the period 7/1/17 — 6/30/18 may be different if a prepayment of unfunded actuarial
liability is made or a plan change became effective after the prior year's actuarial valuation was performed.
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CALPERS ACTUARIAL VALUATION - June 30, 2016

MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

CalPERS ID: 4104962804

Employer Contribution History

The table below provides a recent history of the required employer contributions for the plan, as determined
by the annual actuarial valuation. It does not account for prepayments or benefit changes made during a

fiscal year.

Required By Valuation

Funding History

Fiscal Employer Unfunded Liability
Year Normal Cost Unfunded Rate Payment ($)
2013 - 14 7.614% 8.692% N/A
2014 - 15 7.551% 10.098% N/A
2015 - 16 7.830% 11.908% N/A
2016 - 17 7.841% 12.906% N/A
2017 - 18 7.853% N/A 32,560,150
2018 - 19 8.273% N/A 39,554,600

The table below shows the recent history of the actuarial accrued liability, the market value of assets, the
funded ratio and the annual covered payroll.

Market Value Annual
Valuation Accrued of Assets Unfunded Funded Covered

Date Liability (MvA) Liability Ratio Payroll
06/30/11 $ 1,674,273,673 $ 1,257,198,566 $ 417,075,107 75.1% $ 190,711,171
06/30/12 1,730,939,013 1,227,131,908 503,807,105 70.9% 184,657,361
06/30/13 1,804,537,241 1,355,885,365 448,651,876 75.1% 184,561,428
06/30/14 1,983,273,573 1,560,047,879 423,225,694 78.7% 195,830,068
06/30/15 2,060,838,792 1,556,550,472 504,288,320 75.5% 198,185,580
06/30/16 2,166,285,855 1,523,692,793 642,593,062 70.3% 204,529,694
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Analysis of Future Investment Return Scenarios

Analysis was performed to determine the effects of various future investment returns on required employer
contributions. The projections below provide a range of results based on five investment return scenarios
assumed to occur during the next four fiscal years (2016-17, 2017-18, 2018-19 and 2019-20). The
projections also assume that all other actuarial assumptions will be realized and that no further changes to
assumptions, contributions, benefits, or funding will occur.

Each of the five investment return scenarios assumes a return of 7.375 percent for fiscal year 2016-17. For
fiscal years 2017-18, 2018-19, and 2019-20 each scenario assumes an alternate fixed annual return. The
fixed return assumptions for the five scenarios are -3.0 percent, 3.0 percent, 7.0 percent (7.25 percent for
2017-18), 11.0 percent and 17.0 percent.

The alternate investment returns were chosen based on stochastic analysis of possible future investment
returns over the four year period ending June 30, 2020. Using the expected returns and volatility of the
asset classes in which the funds are invested, we produced ten thousand stochastic outcomes for this
period. We then selected annual returns that approximate the 5%, 25%, 50%, 75" and 95% percentiles for
these outcomes. For example, of all of the 4-year outcomes generated in the stochastic analysis,
approximately 25 percent of them had an average annual return of 3.0 percent or less.

Required contributions outside of this range are also possible. In particular, while it is unlikely that
investment returns will average less than -3.0 percent or greater than 17.0 percent over this four year
period, the possibility of a single investment return less than -3.0 percent or greater than 17.0 percent in
any given year is much greater.

Assumed Annual Return From Projected Employer Contributions
2017-18 through 2019-20

2019-20 2020-21 2021-22 2022-23

T 9.7% 9.7%
$68,136,000 | $82,096,000

9.7%
$i55,,,7,89 000

Normal Cost 8.7%
UAL Contribution $47,539,000

8.7% " 9.7% 9.7%

$47,539,000

“Normal Cost

UAL Contribution $73 640,000

Assumed Discount Rate
Normal Cost

8.7% 9.7%

8 .’7 %

9.7% 9.9%
$47,539 QOO %52 438,000
Normal Cost B.f% 9.7%
UAL Contribution $47,539,000 $51,001,000 $53,270,000 | $52,032,000

Given the temporary suspension of the Risk Mitigation Policy during the period over which the discount rate
assumption is being phased down to 7.0 percent, the projections above were performed without reflection
of any possible impact of this Policy for Fiscal Years 2019-20 and 2020-21.

The projected normal cost percentages do not reflect that the normal cost will decline over time as new
employees are hired into PEPRA or other lower cost benefit tiers.
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Analysis of Discount Rate Sensitivity

Shown below are various valuation results as of June 30, 2016 assuming alternate discount rates. Results
are shown using the current discount rate of 7.375 percent as well as alternate discount rates of 6.0
percent, 7.0 percent, and 8.0 percent. The alternate rate of 7.0 percent was selected since the Board has
adopted this rate as the final discount rate at the end of the three year phase-in of the reduction in this
assumption. The rates of 6.0 percent and 8.0 percent were selected since they illustrate the impact of a 1
percent increase or decrease to the 7.0 percent assumption. This analysis shows the potential plan impacts
if the PERF were to realize investment returns of 6.0 percent, 7.0 percent, or 8.0 percent over the long-
term.

This type of analysis gives the reader a sense of the long-term risk to required contributions. For a measure
of funded status that is appropriate for assessing the sufficiency of plan assets to cover estimated
termination liabilities, please see “Hypothetical Termination Liability” in the “Risk Analysis” section.

Sensitivity Analysis

Plan’s Accrued Unfunded Funded

As of June 30, 2016 Normal Cost Liability Accrued Liability Status
7.375% (current discount rate) 15.163% $2,166,285,855 $642,593,062 70.3%
6.0% 21.192% $2,561,341,674 $1,037,648,881 59.5%
7.0% 16.571% $2,264,268,315 $740,575,522 67.3%
8.0% 13.135% $2,016,983,420 $493,290,627 75.5%
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Volatility Ratios

The actuarial calculations supplied in this communication are based on a number of assumptions about
long-term demographic and economic behavior. Unless these assumptions (terminations, deaths, disabilities,
retirements, salary growth, and investment return) are exactly realized each year, there will be differences
on a year-to-year basis. The year-to-year differences between actual experience and the assumptions are
called actuarial gains and losses and serve to lower or raise required employer contributions from one year
to the next. Therefore, employer contributions will inevitably fluctuate, especially due to the ups and downs
of investment returns.

Asset Volatility Ratio (AVR)

Plans that have higher asset-to-payroll ratios experience more volatile employer contributions (as a
percentage of payroll) due to investment return. For example, a plan with an asset-to-payroll ratio of 8 may
experience twice the contribution volatility due to investment return volatility than a plan with an asset-to-
payroll ratio of 4. Shown below is the asset volatility ratio, a measure of the plan’s current volatility, It
should be noted that this ratio is a measure of the current situation. It increases over time but generally
tends to stabilize as the plan matures.

Liability Volatility Ratio (LVR)

Plans that have higher liability-to-payroll ratios experience more volatile employer contributions (as a
percentage of payroll) due to investment return and changes in liability. For example, a plan with a liability-
to-payroll ratio of 8 is expected to have twice the contribution volatility of a plan with a liability-to-payroll
ratio of 4. The liability volatility ratio is also included in the table below. It should be noted that this ratio
indicates a longer-term potential for contribution volatility. The asset volatility ratio, described above, will
tend to move closer to the liability volatility ratio as the plan matures. Since the liability volatility ratio is a
long-term measure, it is shown below at the current discount rate (7.375 percent) as well as the discount
rate the Board has adopted to determine the contribution requirement in the June 30, 2018 actuarial
valuation (7.00 percent).

Contribution Volatility As of June 30, 2016
1. Market Value of Assets without Receivables $ 1,519,414,877
2. Payroli 204,529,694
3. Asset Volatility Ratio (AVR) [(1) / ( 2)] 7.4
4. Accrued Liabiity (7.375% discount rate) $ 2,166,285,855
5. Liability Volatility Ratio (LVR) [(4) / (2)] 10.6
6. Accrued Liability (7.00% discount rate) 2,264,268,315
7. Projected Liability Volatility Ratio [(6) / (2)] 11.1
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
CalPERS ID: 4104962804

Hypothetical Termination Liability

The hypothetical termination fiability is an estimate of the financial position of the plan had the contract with
CalPERS been terminated as of June 30, 2016. The plan liability on a termination basis is calculated
differently compared to the plan’s ongoing funding liability. For this hypothetical termination liability
calculation, both compensation and service are frozen as of the valuation date and no future pay increases
or service accruals are assumed. This measure of funded status is not appropriate for assessing the need for
future employer contributions in the case of an ongoing plan, that is, for an employer that continues to
provide CalPERS retirement benefits to active employees.

A more conservative investment policy and asset allocation strategy was adopted by the CalPERS Board for
the Terminated Agency Pool. The Terminated Agency Pool has limited funding sources since no future
employer contributions will be made. Therefore, expected benefit payments are secured by risk-free assets
and benefit security for members is increased while limiting the funding risk. However, this asset allocation
has a lower expected rate of return than the PERF and consequently, a lower discount rate assumption. The
lower discount rate for the Terminated Agency Pool results in higher liabilities for terminated plans.

The effective termination discount rate will depend on actual market rates of return for risk-free securities
on the date of termination. As market discount rates are variable the table below shows a range for the
hypothetical termination liability based on the lowest and highest interest rates observed during an
approximate 2-year period centered around the valuation date.

Hypothetical Unfunded Hypothetical Unfunded

Market Termination Funded Termination Termination Funded Termination
value of Liability™2 Status Liability Liability'2 Status Liability
Assets (MVA) @ 1.75% @ 1.75% @ 3.00% @ 3.00%

$1,523,692,793  $3,943,970,307 38.6%  $2,420,277,514  $3,418,782,475 44.6% $1,895,089,682

! The hypothetical liabilities calculated above include a 7 percent mortality contingency load in accordance with Board
policy. Other actuarial assumptions can be found in Appendix A.

? The current discount rate assumption used for termination valuations is a weighted average of the 10-year and 30-year
U.S. Treasury yields where the weights are based on matching asset and liability durations as of the termination date.
The discount rates used in the table are based on 20-year Treasury bonds, rounded to the nearest quarter percentage
point, which is a good proxy for most plans. The 20-year Treasury yield was 1.75 percent on June 30, 2016, and was
2.75 percent on January 31, 2017.

In order to terminate the plan, you must first contact our Retirement Services Contract Unit to initiate a
Resolution of Intent to Terminate. The completed Resolution will allow the plan actuary to give you a
preliminary termination valuation with a more up-to-date estimate of the plan liabilities. CalPERS advises
you to consult with the plan actuary before beginning this process.
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CALPERS ACTUARIAL VALUATION - June 30, 2016 APPENDIX A
ACTUARIAL METHODS AND ASSUMPTIONS

Actuarial Data

As stated in the Actuarial Certification, the data which serves as the basis of this valuation has been
obtained from the various CalPERS databases. We have reviewed the valuation data and believe that it is
reasonable and appropriate in aggregate. We are unaware of any potential data issues that would have a
material effect on the results of this valuation, except that data does not always contain the latest salary
information for former members now in reciprocal systems and does not recognize the potential for
unusually large salary deviation in certain cases such as elected officials. Therefore, salary information in
these cases may not be accurate. These situations are relatively infrequent, however, and when they do
occur, they generally do not have a material impact on the required employer contributions.

Actuarial Methods

Actuarial Cost Method

The actuaria! cost method used is the Entry Age Normal Cost Method. Under this method, projected benefits
are determined for all members and the associated liabilities are spread in a manner that produces level
annual cost as a percentage of pay in each year from the member's entry age to their assumed retirement
age on the valuation date. The cost allocated to the current fiscal year is called the normal cost.

The actuarial accrued liability for active members is then calculated as the portion of the total cost of the
plan allocated to prior years. The actuarial accrued liability for members currently receiving benefits and for
members entitled to deferred benefits is equal to the present value of the benefits expected to be paid. No
normal costs are applicable for these participants.

Amottization of Unfunded Actuarial Accrued Liability

The excess of the total actuarial accrued liability over the market value of plan assets is called the unfunded
actuarial accrued liability (UAL). Funding requirements are determined by adding the normal cost and an
amortization payment toward the unfunded liability. The unfunded liability is amortized as a “level percent
of pay”. Commencing with the June 30, 2013 valuation, all new gains or losses are amortized over a fixed
30-year period with a 5-year ramp up at the beginning and a 5-year ramp down at the end of the
amortization period. All changes in liability due to plan amendments (other than golden handshakes) are
amortized over a 20-year period with no ramp. Changes in actuarial assumptions or changes in actuarial
methodology are amortized over a 20-year period with a 5-year ramp up at the beginning and a 5-year
ramp down at the end of the amortization period. Changes in unfunded accrued liability due to a Golden
Handshake will be amortized over a period of five years.

The 5-year ramp up means that the payments in the first four years of the amortization period are 20
percent, 40 percent, 60 percent and 80 percent of the “full” payment which begins in year five. The 5-year
ramp down means that the reverse is true in the final four years of the amortization period.

Exceptions for Inconsistencies:

An exception to the amortization rules above is used whenever their application results in inconsistencies. In
these cases, a “fresh start” approach is used. This means that the current unfunded actuarial liability is
projected and amortized over a set number of years. For example, a fresh start is needed in the following
situations:

1) When a positive payment would be required on a negative unfunded actuarial liability (or
conversely a negative payment on a positive unfunded actuarial liabifity); or

2) When there are excess assets, rather than an unfunded liability. In this situation, a 30-year fresh
start is used.

It should be noted that the actuary may determine that a fresh start is necessary under other
circumstances. In all cases of a fresh start, the period is set by the actuary at what is deemed appropriate;
however, the period will not be greater than 30 years.
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Exceptions for Inactive Plans:

The following exceptions apply to plans classified as Inactive. These plans have no active members and no
expectation to have active members in the future.

¢ Amortization of the unfunded liability is on a “level dollar” basis rather than a “level percent of pay”
basis. For amortization layers which utilize a ramp up and ramp down, the “ultimate” payment is
constant.

» Actuarial judgment will be used to shorten amortization periods for Inactive plans with existing
periods that are deemed too long given the duration of the liability. The specific demographics of
the plan will be used to determine if shorter periods may be more appropriate.

Asset Valuation Method

It is the policy of the CalPERS Board of Administration to use professionally accepted amortization methods
to eliminate a surplus or an unfunded accrued liability in a manner that maintains benefit security for the
members of the System while minimizing substantial variations in required employer contributions. On April
17, 2013, the CalPERS Board of Administration approved a recommendation to change the CalPERS
amortization and rate smoothing policies. Beginning with the June 30, 2013 valuations that set the employer
contribution for Fiscal Year 2015-16, CalPERS employs a policy that amortizes all gains and losses over a
fixed 30-year period. The increase or decrease in the rate is then spread directly over a 5-year period. This
method is referred to as “direct rate smoothing.” CalPERS no longer uses an actuarial value of assets and
only uses the market value of assets. The direct rate smoothing method is equivalent to a method using a 5
year asset smoothing period with no actuarial value of asset corridor and a 25-year amortization period for
gains and losses.

PEPRA Normal Cost Rate Methodology

Per Government Code Section 7522.30(b) the “normal cost rate” shall mean the annual actuarially
determined normal cost for the plan of retirement benefits provided to the new member and shall be
established based on actuarial assumptions used to determine the liabilities and costs as part of the annual
actuarial valuation. The plan of retirement benefits shall include any elements that would impact the
actuarial determination of the normal cost, including, but not limited to, the retirement formula, eligibility
and vesting criteria, ancillary benefit provisions, and any automatic cost-of-living adjustments as determined
by the public retirement system.

Each non-pooled plan is considered to be stable with a sufficiently large demographic of actives. It is
preferable to determine normal cost using a large active population ongoing so that this rate remains
relatively stable. The total PEPRA normal cost will be calculated using all active members within a non-
pooled plan until the number of members covered under the PEPRA formula meets either:

1. 50 percent of the active population, or
2. 25 percent of the active population and 100 or more PEPRA members

Once either of the conditions above are met for a non-pooled plan, the total PEPRA normal cost will be
based on the active PEPRA population in the plan.

Accordingly, the total normal cost will be funded equally between employer and employee based on the
demographics of the employees of that employer.
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Actuarial Assumptions

In 2014, CalPERS completed a 2-year asset liability management study incorporating actuarial assumptions
and strategic asset allocation. On February 19, 2014, the CalPERS Board of Administration adopted relatively
modest changes to the asset allocation that reduced the expected volatility of returns. The adopted asset
allocation was expected to have a long-term blended return that continued to support a discount rate
assumption of 7.5 percent at that time. The Board also approved several changes to the demographic
assumptions that more closely aligned with actual experience. The most significant of these is mortality
improvement to acknowledge the greater life expectancies we are seeing in our membership and expected
continued improvements. These new actuarial assumptions were first used in the June 30, 2014 valuation to
set the Fiscal Year 2016-17 contribution for public agency employers,

On December 21, 2016, the CalPERS Board of Administration lowered the discount rate from 7.50 percent to
7.00 percent using a three year phase-in beginning with the June 30, 2016 actuarial valuations. The
minimum employer contributions for Fiscal Year 2018-19 determined in this valuation were calculated using
a discount rate of 7.375 percent. The projected employer contributions on Page 5 are calculated assuming
that the discount rate will be lowered to 7.25 percent next year and 7.00 percent the following year as
adopted by the Board. The decision to reduce the discount rate was primarily based on reduced capital
market assumptions provided by external investment consultants and CalPERS investment staff. The specific
decision adopted by the Board reflected recommendations from CalPERS staff and additional input from
empioyer and employee stakeholder groups. Based on the investment allocation adopted by the Board
and capital market assumptions, the reduced discount rate schedule provides a more realistic assumption
for the long term investment return of the fund.

Notwithstanding the Board's decision to phase into a 7.0 percent discount rate, subsequent analysis of the
expected investment return of CalPERS assets or changes to the investment allocation may result in a
change to this three year discount rate schedule. A comprehensive analysis of all actuarial assumptions and
methods including the discount rate will be conducted in 2017,

For more details and additional rationale for the selection of the actuarial assumptions, please refer to the
CalPERS Experience Study and Review of Actuarial Assumptions report from January 2014 that can be found
on the CalPERS website under: “Forms and Publications”. Click on “View All” and search for Experience
Study.

All actuarial assumptions (except the discount rates used for the hypothetical termination liability) represent
an estimate of future experience rather than observations of the estimates inherent in market data.

Economic Assumptions

Discount Rate
The prescribed discount rate assumption adopted by the Board on December 21, 2016 is 7.375
percent compounded annually (net of investment and administrative expenses) as of 6/30/2016.

The Board also prescribed that the assumed discount rate will reduce to 7.25 percent compounded
annually (net of expenses) as of 6/30/2017, and 7.0 percent compounded annually (net of
expenses) as of 6/30/2018. These further changes to the discount rate assumption are not
reflected in the determination of required contributions determined in this report for Fiscal Year
2018-19.

Termination Liability Discount Rate
The current discount rate assumption used for termination valuations is a weighted average of the
10-year and 30-year U.S. Treasury vields where the weights are based on matching asset and
liability durations as of the termination date.

The hypothetical termination liabilities in this report are calculated using an observed range of
market interest rates. This range is based on the lowest and highest 20-year Treasury bond
observed during an approximate 2-year period centered around the valuation date. The 20-year
Treasury bond has a similar duration to most plan liabilities and serves as a good proxy for the
termination discount rate. The 20-year Treasury yield was 1.75 percent on June 30, 2016.
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Salary Growth

Annual increases vary by category, entry age, and duration of service. A sample of assumed

increases are shown below.

Public Agency Miscellaneous

Duration of Service

(Entry Age 20) (Entry Age 30) (Entry Age 40)

0.1220
0.0990
0.0860
0.0770
0.0700
0.0640
0.0460
0.0420
0.0390
0.0370
0.0350

0.1160
0.0940
0.0810
0.0720
0.0650
0.0600
0.0430
0.0400
0.0380
0.0360
0.0340

Public Agency Fire

0.1020
0.0830
0.0710
0.0630
0.0570
0.0520
0.0390
0.0360
0.0340
0.0330
0.0320

Duration of Service

(Entry Age 20)

(Entry Age 30) (Entry Age 40)

0.2000
0.1490
0.1200
0.0980
0.0820
0.0690
0.0470
0.0440
0.0420
0.0400
0.0380

0.1980
0.1460
0.1160
0.0940
0.0780
0.0640
0.0460
0.0420
0.0390
0.0370
0.0360

Public Agency Police

0.1680
0.1250
0.0990
0.0810
0.0670
0.0550
0.0420
0.0390
0.0360
0.0340
0.0340

Duration of Service

(Entry Age 20)

(Entry Age 30) (Entry Age 40)

0.1500
0.1160
0.0950
0.0810
0.0700
0.0610
0.0450
0.0450
0.0450
0.0450
0.0450

0.1470
0.1120
0.0920
0.0780
0.0670
0.0580
0.0430
0.0430
0.0430
0.0430
0.0430

0.1310
0.1010
0.0830
0.0700
0.0600
0.0520
0.0370
0.0370
0.0370
0.0370
0.0370
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Salary Growth (continued)

Public Agency County Peace Officers
Duration of Service (Entry Age 20) (Entry Age 30) (Entry Age 40)

0 0.1770 0.1670 0.1500
1 0.1340 0.1260 0.1140
2 0.1080 0.1030 0.0940
3 0.0900 0.0860 0.0790
4 0.0760 0.0730 0.0670
5 0.0650 0.0620 0.0580
10 0.0470 0.0450 0.0410
15 0.0460 0.0450 0.0390
20 0.0460 0.0450 0.0380
25 0.0460 0.0450 0.0380
30 0.0460 0.0440 0.0380
Schools
Duration of Service  (Entry Age 20) (Entry Age 30) (Entry Age 40)

0 0.0900 0.0880 0.0820
1 0.0780 0.0750 0.0700
2 0.0700 0.0680 0.0630
3 0.0650 0.0630 0.0580
4 0.0610 0.0590 0.0540
5 0.0580 0.0560 0.0510
10 0.0460 0.0450 0.0410
15 0.0420 0.0410 0.0380
20 0.0390 0.0380 0.0350
25 0.0370 0.0350 0.0330
30 0.0350 0.0330 0.0310

e The Miscellaneous salary scale is used for Local Prosecutors.
*  The Police salary scale is used for Other Safety, Local Sheriff, and School Pofice.

Overall Payroll Growth
3.00 percent compounded annually (used in projecting the payroll over which the unfunded liability
is amortized). This assumption is used for all plans with active members.

Inflation
2.75 percent compounded annually.

Non-valued Potential Additional Liabilities
The potential liability loss for a cost-of-living increase exceeding the 2.75 percent inflation
assumption, and any potential liability loss from future member service purchases are not reflected
in the valuation.

Miscellaneous Loading Factors

Credit for Unused Sick Leave
Total years of service Is increased by 1 percent for those plans that have accepted the provision
providing Credit for Unused Sick Leave.
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Conversion of Employer Paid Member Contributions (EPMC)
Total years of service is increased by the Employee Contribution Rate for those plans with the
provision providing for the Conversion of Employer Paid Member Contributions (EPMC) during the
final compensation period.

Norris Decision (Best Factors)
Employees hired prior to July 1, 1982 have projected benefit amounts increased in order to reflect
the use of "Best Factors” in the calculation of optional benefit forms. This is due to a 1983
Supreme Court decision, known as the Norris decision, which required males and females to be
treated equally in the determination of benefit amounts. Consequently, anyone already employed
at that time is given the best possible conversion factor when optional benefits are determined. No
loading is necessary for employees hired after July 1, 1982,

Termination Liability
The termination liabilities include a 7 percent contingency load. This load is for unforeseen
improvements in mortality.

Demographic Assumptions

Pre-Retirement Mortality
Non-industrial death rates vary by age and gender. Industrial death rates vary by age. See sample
rates in table below. The non-industrial death rates are used for all plans. The industrial death
rates are used for safety plans (except for Local Prosecutor safety members where the
corresponding miscellaneous plan does not have the Industrial Death Benefit).

Non-Industrial Death Industrial Death
(Not Job-Related) (Job-Related)
Age Male Female Male and Female
20 0.00031 0.00020 0.00003
25 0.00040 0.00023 0.00007
30 0.00049 0.00025 0.00010
35 0.00057 0.00035 0.00012
40 0.00075 0.00050 0.00013
45 0.00106 0.00071 0.00014
50 0.00155 0.00100 0.00015
55 0.00228 0.00138 0.00016
60 0.00308 0.00182 0.00017
65 0.00400 0.00257 0.00018
70 0.00524 0.00367 0.00019
75 0.00713 0.00526 0.00020
80 0.00990 0.00814 0.00021

Miscellaneous plans usually have industrial death rates set to zero unless the agency has specifically
contracted for industrial death benefits. If so, each non-industrial death rate shown above will be
split into two components; 99 percent will become the non-industrial death rate and 1 percent will
become the industrial death rate.
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Post-Retirement Mortality
Rates vary by age, type of retirement, and gender. See sample rates in table below. These rates
are used for all plans.

Age
50
55
60
65
70
75
80
85
90
95
100
105
110

Healthy Recipients

Non-Industrially Disabled Industrially Disabled
(Not Job-Related)

(Job-Related)

Male Female Male Female Male Female
0.00501  0.00466 0.01680 0.01158 0.00501 0.00466
0.00599 0.00416 0.01973 0.01149 0.00599 0.00416
0.00710  0.00436 0.02289 0.01235 0.00754 0.00518
0.00829  0.00588 0.02451 0.01607 0.01122 0.00838
0.01305  0.00993 0.02875 0.02211 0.01635 0.01395
0.02205 0.01722 0.03990 0.03037 0.02834 0.02319
0.03899  0.02902 0.06083 0.04725 0.04899 0.03910
0.06969  0.05243 0.09731 0.07762 0.07679 0.06251
0.12974  0.09887 0.14804 0.12890 0.12974 0.09887
0.22444  0.18489 0.22444 0.21746 0.22444 0.18489
0.32536  0.30017 0.32536 0.30017 0.32536 0.30017
0.58527  0.56093 0.58527 0.56093 0.58527 0.56093
1.00000 1.00000 1.00000 1.00000 1.00000 1.00000

The post-retirement mortality rates above include 20 years of projected on-going mortality
improvement using Scale BB published by the Society of Actuaries.

Marital Status
For active members, a percentage who are married upon retirement is assumed according to

member category as shown in the following table.

Percent Married

Member Category
Miscellaneous Member
Local Police
Local Fire
Other Local Safety
School Police

Age of Spouse
It is assumed that female spouses are 3 years younger than male spouses. This assumption is used
for all plans.

Terminated Members
It is assumed that terminated members refund immediately if non-vested. Terminated members
who are vested are assumed to follow the same service retirement pattern as active members but
with a load to reflect the expected higher rates of retirement, especially at lower ages. The
following table shows the load factors that are applied to the service retirement assumption for
active members to obtain the service retirement pattern for separated vested members:

85%
90%
90%
90%
90%

Age Load Factor Miscellaneous Load Factor Safety
50 190% 310%
51 110% 190%
52 110% 105%
53 through 54 100% 105%
55 100% 140%

56 and above

Termination with Refund
Rates vary by entry age and service for miscellaneous pians. Rates vary by service for safety plans.
See sample rates in tables below.

100% (no change)

100% (no change)
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Public Agency Miscellaneous

Duration of
Service Entry Age 20 Entry Age 25  Entry Age 30 Entry Age 35 Entry Age 40  Entry Age 45
0 0.1742 0.1674 0.1606 0.1537 0.1468 0.1400
1 0.1545 0.1477 0.1409 10.1339 0.1271 0.1203
2 0.1348 0.1280 0.1212 0.1142 0.1074 0.1006
3 0.1151 0.1083 0.1015 0.0945 0.0877 0.0809
4 0.0954 0.0886 0.0818 0.0748 0.0680 0.0612
5 0.0212 0.0193 0.0174 0.0155 0.0136 0.0116
10 0.0138 0.0121 0.0104 0.0088 0.0071 0.0055
15 0.0060 0.0051 0.0042 0.0032 0.0023 0.0014
20 0.0037 0.0029 0.0021 0.0013 0.0005 0.0001
25 0.0017 0.0011 0.0005 0.0001 0.0001 0.0001
30 0.0005 0.0001 0.0001 0.0001 0.0001 0.0001
35 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001

Public Agency Safety

Duration of Service Fire Police County Peace Officer
0 0.0710 0.1013 0.0997
1 0.0554 0.0636 0.0782
2 0.0398 0.0271 0.0566
3 0.0242 0.0258 0.0437
4 0.0218 0.0245 0.0414
5 0.0029 0.0086 0.0145
10 0.0009 0.0053 0.0089
15 0.0006 0.0027 0.0045
20 0.0005 0.0017 0.0020
25 0.0003 0.0012 0.0009
30 0.0003 0.0009 0.0006
35 0.0003 0.0009 0.0006

The police termination and refund rates are also used for Public Agency Local Prosecutors, Other
Safety, Local Sheriff, and School Police.

Schools
Duration of
Service Entry Age 20  Entry Age 25  Entry Age 30 Entry Age 35 Entry Age 40  Entry Age 45
0 0.1730 0.1627 0.1525 0.1422 0.1319 0.1217
1 0.1585 0.1482 0.1379 0.1277 0.1174 0.1071
2 0.1440 0.1336 0.1234 0.1131 0.1028 0.0926
3 0.1295 0.1192 0.1089 0.0987 0.0884 0.0781
4 0.1149 0.1046 0.0944 0.0841 0.0738 0.0636
5 0.0278 0.0249 0.0221 0.0192 0.0164 0.0135
10 0.0172 0.0147 0.0122 0.0098 0.0074 0.0049
15 0.0115 0.0094 0.0074 0.0053 0.0032 0.0011
20 0.0073 0.0055 0.0038 0.0020 0.0002 0.0002
25 0.0037 0.0023 0.0010 0.0002 0.0002 0.0002
30 0.0015 0.0003 0.0002 0.0002 0.0002 0.0002
35 0.0002 0.0002 0.0002 0.0002 0.0002 0.0002
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Termination with Vested Benefits
Rates vary by entry age and service for miscellaneous plans. Rates vary by service for safety plans.
See sample rates in tables below.

Public Agency Miscellaneous

Duration of
Service Entry Age 20 Entry Age 25  Entry Age 30 Entry Age 35  Entry Age 40
5 0.0656 0.0597 0.0537 0.0477 0.0418
10 0.0530 0.0466 0.0403 0.0339 0.0000
15 0.0443 0.0373 0.0305 0.0000 0.0000
20 0.0333 0.0261 0.0000 0.0000 0.0000
25 0.0212 0.0000 0.0000 0.0000 0.0000
30 0.0000 0.0000 0.0000 0.0000 0.0000
35 0.0000 0.0000 0.0000 0.0000 0.0000

Public Agency Safety

Duration of County Peace

Service Fire Police Officer

5 0.0162 0.0163 0.0265

10 0.0061 0.0126 0.0204

15 0.0058 0.0082 0.0130

20 0.0053 0.0065 0.0074

25 0.0047 0.0058 0.0043

30 0.0045 0.0056 0.0030

35 0.0000 0.0000 0.0000

e When a member is eligible to retire, the termination with vested benefits probability is set to
zero.

*  After termination with vested benefits, a miscellaneous member is assumed to retire at age 59
and a safety member at age 54.

s The Police termination with vested benefits rates are also used for Public Agency Local
Prosecutors, Other Safety, Local Sheriff, and School Police.

Schools
Duration of
Service Entry Age 20  Entry Age 25  Entry Age 30  Entry Age 35 Entry Age 40
5 0.0816 0.0733 0.0649 0.0566 0.0482
10 0.0629 0.0540 0.0450 0.0359 0.0000
15 0.0537 0.0440 0.0344 0.0000 0.0000
20 0.0420 0.0317 0.0000 0.0000 0.0000
25 0.0291 0.0000 0.0000 0.0000 0.0000
30 0.0000 0.0000 0.0000 0.0000 0.0000
35 0.0000 0.0000 0.0000 0.0000 0.0000
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Age
20
25
30
35
40
45
50
55
60

Non-Industrial (Not Job-Related) Disability
Rates vary by age and gender for miscellaneous plans. Rates vary by age and category for safety

plans.
Miscellaneous Fire Police County Peace Officer Schools
Male Female Male and Female Male and Female Male and Female Male Female
0.0002 0.0001 0.0001 0.0001 0.0001 0.0003 0.0003
0.0002 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001
0.0002 0.0002 0.0001 0.0002 0.0001 0.0001 0.0002
0.0005 0.0008 0.0001 0.0003 0.0004 0.0005 0.0004
0.0012 0.0016 0.0001 0.0004 0.0007 0.0015 0.0010
0.0019 0.0022 0.0002 0.0005 0.0013 0.0030 0.0019
0.0021 0.0023 0.0005 0.0008 0.0018 0.0039 0.0024
0.0022 0.0018 0.0010 0.0013 0.0010 0.0036 0.0021
0.0022 0.0014 0.0015 0.0020 0.0006 0.0031 0.0014

e The miscellaneous non-industrial disability rates are used for Local Prosecutors.

e The police non-industrial disability rates are also used for Other Safety, Local Sheriff, and

School Police.

Industrial (Job-Related) Disability

Rates vary by age and category.

Age Fire Police County Peace Officer
20 0.0001 0.0000 0.0004
25 0.0003 0.0017 0.0013
30 0.0007 0.0048 0.0025
35 0.0016 0.0079 0.0037
40 0.0030 0.0110 0.0051
45 0.0053 0.0141 0.0067
50 0.0277 0.0185 0.0092
55 0.0409 0.0479 0.0151
60 0.0583 0.0602 0.0174

The police industrial disability rates are also used for Local Sheriff and Other Safety.
Fifty percent of the police industrial disability rates are used for School Police.

One percent of the police industrial disability rates are used for Local Prosecutors.
Normally, rates are zero for miscellaneous plans unless the agency has specifically contracted
for industrial disability benefits. If so, each miscellaneous non-industrial disability rate will be
split into two components: 50 percent will become the non-industrial disability rate and 50

percent will become the industrial disability rate.

Service Retirement
Retirement rates vary by age, service, and formula, except for the safety 2 @ 55 and 2% @ 55
formulas, where retirement rates vary by age only.
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Service Retirement

Public Agency Miscellaneous 1.5% @ 65
Duration of Service

Age 5 Years 10 Years 15VYears 20 Years 25 Years 30 Years
50 0.008 0.011 0.013 0.015 0.017 0.019
51 0.007 0.010 0.012 0.013 0.015 0.017
52 0.010 0.014 0.017 0.019 0.021 0.024
53 0.008 0.012 0.015 0.017 0.019 0.022
54 0.012 0.016 0.019 0.022 0.025 0.028
55 0.018 0.025 0.031 0.035 0.038 0.043
56 0.015 0.021 0.025 0.029 0.032 0.036
57 0.020 0.028 0.033 0.038 0.043 0.048
58 0.024 0.033 0.040 0.046 0.052 0.058
59 0.028 0.039 0.048 0.054 0.060 0.067
60 0.049 0.069 0.083 0.094 0.105 0.118
61 0.062 0.087 0.106 0.120 0.133 0.150
62 0.104 0.146 0.177 0.200 0.223 0.251
63 0.099 0.139 0.169 0.191 0.213 0.239
64 0.097 0.136 0.165 0.186 0.209 0.233
65 0.140 0.197 0.240 0.271 0.302 0.339
66 0.092 0.130 0.157 0.177 0.198 0.222
67 0.129 0.181 0.220 0.249 0.277 0.311
68 0.092 0.129 0.156 0.177 0.197 0.221
69 0.092 0.130 0.158 0.178 0.199 0.224
70 0.103 0.144 0.175 0.198 0.221 0.248

Public Agency Miscellaneous 2% @ 60
Duration of Service

Age 5 Years 10 Years 15Years 20 Years 25 Years 30 Years
50 0.010 0.013 0.015 0.018 0.019 0.021
51 0.009 0.011 0.014 0.016 0.017 0.019
52 0.011 0.014 0.017 0.020 0.022 0.024
53 0.010 0.012 0.015 0.017 0.020 0.021
54 0.015 0.019 0.023 0.025 0.029 0.031
55 0.022 0.029 0.035 0.040 0.045 0.049
56 0.018 0.024 0.028 0.033 0.036 0.040
57 0.024 0.032 0.038 0.043 0.049 0.053
58 0.027 0.036 0.043 0.049 0.055 0.061
59 0.033 0.044 0.054 0.061 0.068 0.076
60 0.056 0.077 0.092 0.105 0.117 0.130
61 0.071 0.097 0.118 0.134 0.149 0.166
62 0.117 0.164 0.198 0.224 0.250 0.280
63 0.122 0.171 0.207 0.234 0.261 0.292
64 0.114 0.159 0.193 0.218 0.244 0.271
65 0.150 0.209 0.255 0.287 0.321 0.358
66 0.114 0.158 0.192 0.217 0.243 0.270
67 0.141 0.196 0.238 0.270 0.301 0.337
68 0.103 0.143 0.174 0.196 0.219 0.245
69 0.109 0.153 0.185 0.209 0.234 0.261
70 0.117 0.162 0.197 0.222 0.248 0.277
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Service Retirement

Public Agency Miscellaneous 2% @ 55
Duration of Service

Age 5 Years 10 Years 15Years 20 Years 25Years 30 Years
50 0.014 0.018 0.021 0.025 0.027 0.031
51 0.012 0.014 0.017 0.020 0.021 0.025
52 0.013 0.017 0.019 0.023 0.025 0.028
53 0.015 0.020 0.023 0.027 0.030 0.034
54 0.026 0.033 0.038 0.045 0.051 0.059
55 0.048 0.061 0.074 0.088 0.100 0.117
56 0.042 0.053 0.063 0.075 0.085 0.100
57 0.044 0.056 0.067 0.081 0.091 0.107
58 0.049 0.062 0.074 0.089 0.100 0.118
59 0.057 0.072 0.086 0.103 0.118 0.138
60 0.067 0.086 0.103 0.i23 0.139 0.164
61 0.081 0.103 0.124 0.148 0.168 0.199
62 0.116 0.147 0.178 0.214 0.243 0.288
63 0.114 0.144 0.174 0.208 0.237 0.281
64 0.108 0.138 0.166 0.199 0.227 0.268
65 0.155 0.197 0.238 0.285 0.325 0.386
66 0.132 0.168 0.203 0.243 0.276 0.328
67 0.122 0.155 0.189 0.225 0.256 0.304
68 0.111 0.141 0.170 0.204 0.232 0.274
69 0.114 0.144 0.174 0.209 0.238 0.282
70 0.130 0.165 0.200 0.240 0.272 0.323

Public Agency Miscellaneous 2.5% @ 55
Duration of Service
Age 5Years 10 Years 15Years 20 Years 25Years 30 Years

50 0.004 0.009 0.019 0.029 0.049 0.094
51 0.004 0.009 0.019 0.029 0.049 0.094
52 0.004 0.009 0.020 0.030 0.050 0.095
53 0.008 0.014 0.025 0.036 0.058 0.104
54 0.024 0.034 0.050 0.066 0.091 0.142
55 0.066 0.088 0.115 0.142 0.179 0.241
56 0.042 0.057 0.078 0.098 0.128 0.184
57 0.041 0.057 0.077 0.097 0.128 0.183
58 0.045 0.061 0.083 0.104 0.136 0.192
59 0.055 0.074 0.098 0.123 0.157 0.216
60 0.066 0.088 0.115 0.142 0.179 0.241
61 0.072 0.095 0.124 0.153 0.191 0.255
62 0.099 0.130 0.166 0.202 0.248 0.319
63 0.092 0.121 0.155 0.189 0.233 0.302
64 0.091 0.119 0.153 0.187 0.231 0.299
65 0.122 0.160 0.202 0.245 0.297 0.374
66 0.138 0.179 0.226 0.272 0.329 0.411
67 0.114 0.149 0.189 0.229 0.279 0.354
68 0.100 0.131 0.168 0.204 0.250 0.322
69 0.114 0.149 0.189 0.229 0.279 0.354
70 0.127 0.165 0.209 0.253 0.306 0.385




CALPERS ACTUARIAL VALUATION - June 30, 2016 APPENDIX A
ACTUARIAL METHODS AND ASSUMPTIONS

Service Retirement

Public Agency Miscellaneous 2.7% @ 55
Duration of Service

Age 5 Years 10 Years 15Years 20Years 25Years 30 Years
50 0.004 0.009 0.014 0.035 0.055 0.095
51 0.002 0.006 0.011 0.030 0.050 0.090
52 0.006 0.012 0.017 0.038 0.059 0.099
53 0.010 0.017 0.024 0.046 0.068 0.110
54 0.032 0.044 0.057 0.085 0.113 0.160
55 0.076 0.101 0.125 0.165 0.205 0.265
56 0.055 0.074 0.093 0.127 0.160 0.214
57 0.050 0.068 0.086 0.118 0.151 0.204
58 0.055 0.074 0.093 0.127 0.161 0.215
59 0.061 0.082 0.102 0.138 0.174 0.229
60 0.069 0.093 0.116 0.154 0.192 0.250
61 0.086 0.113 0.141 0.183 0.225 0.288
62 0.105 0.138 0.171 0.218 0.266 0.334
63 0.103 0.135 0.167 0.215 0.262 0.329
64 0.109 0.143 0.177 0.226 0.275 0.344
65 0.134 0.174 0.215 0.270 0.326 0.401
66 0.147 0.191 0.235 0.294 0.354 0.433
67 0.121 0.158 0.196 0.248 0.300 0.372
68 0.113 0.147 0.182 0.232 0.282 0.352
69 0.117 0.153 0.189 0.240 0.291 0.362
70 0.141 0.183 0.226 0.283 0.341 0.418

Public Agency Miscellaneous 3% @ 60
Duration of Service

Age 5 Years 10 Years 15Years 20 Years 25Years 30 Years
50 0.012 0.018 0.024 0.039 0.040 0.091
51 0.009 0.014 0.019 0.034 0.034 0.084
52 0.014 0.020 0.026 0.043 0.044 0.096
53 0.016 0.023 0.031 0.048 0.050 0.102
54 0.026 0.036 0.045 0.065 0.070 0.125
55 0.043 0.057 0.072 0.096 0.105 0.165
56 0.042 0.056 0.070 0.094 0.103 0.162
57 0.049 0.065 0.082 0.108 0.119 0.180
58 0.057 0.076 0.094 0.122 0.136 0.199
59 0.076 0.100 0.123 0.157 0.175 0.244
60 0.114 0.148 0.182 0.226 0.255 0.334
61 0.095 0.123 0.152 0.190 0.214 0.288
62 0.133 0.172 0.211 0.260 0.294 0.378
63 0.129 0.166 0.204 0.252 0.285 0.368
64 0.143 0.185 0.226 0.278 0.315 0.401
65 0.202 0.260 0.318 0.386 0.439 0.542
66 0.177 0.228 0.279 0.340 0.386 0.482
67 0.151 0.194 0.238 0.292 0.331 0.420
68 0.139 0.179 0.220 0.270 0.306 0.391
69 0.190 0.245 0.299 0.364 0.414 0.513
70 0.140 0.182 0.223 0.274 0.310 0.396
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CALPERS ACTUARIAL VALUATION - June 30, 2016
ACTUARIAL METHODS AND ASSUMPTIONS

APPENDIX A

Service Retirement

Public Agency Miscellaneous 2% @ 62

Duration of Service

Age 5 Years 10 Years 15 Years 20 Years 25 Years 30 Years
50 0.000 0.000 0.000 0.000 0.000 0.000
51 0.000 0.000 0.000 0.000 0.000 0.000
52 0.010 0.013 0.016 0.019 0.022 0.024
53 0.013 0.017 0.020 0.024 0.027 0.031
54 0.021 0.027 0.033 0.039 0.045 0.050
55 0.044 0.056 0.068 0.080 0.092 0.104
56 0.030 0.039 0.047 0.055 0.063 0.072
57 0.036 0.046 0.056 0.066 0.076 0.086
58 0.046 0.059 0.072 0.085 0.097 0.110
59 0.058 0.074 0.089 0.105 0.121 0.137
60 0.062 0.078 0.095 0.112 0.129 0.146
61 0.062 0.079 0.096 0.113 0.129 0.146
62 0.097 0.123 0.150 0.176 0.202 0.229
63 0.089 0.113 0.137 0.162 0.186 0.210
64 0.094 0.120 0.145 0.171 0.197 0.222
65 0.129 0.164 0.199 0.234 0.269 0.304
66 0.105 0.133 0.162 0.190 0.219 0.247
67 0.105 0.133 0.162 0.190 0.219 0.247
68 0.105 0.133 0.162 0.190 0.219 0.247
69 0.105 0.133 0.162 0.190 0.219 0.247
70 0.125 0.160 0.194 0.228 0.262 0.296
Service Retirement
Public Agency Fire 12 @ 55 and 2% @ 55

Age Rate Age Rate

50 0.0159 56 0.1108

51 0.0000 57 0.0000

52 0.0344 58 0.0950

53 0.0199 59 0.0441

54 0.0413 60 1.00000

55 0.0751

Public Agency Police 12 @ 55 and 2% @ 55

Age Rate Age Rate

50 0.0255 56 0.0692

51 0.0000 57 0.0511

52 0.0164 58 0.0724

53 0.0272 59 0.0704

54 0.0095 60 1.0000

55 0.1667
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CALPERS ACTUARIAL VALUATION ~ June 30, 2016 APPENDIX A
ACTUARIAL METHODS AND ASSUMPTIONS

Service Retirement

Public Agency Police 2% @ 50
Duration of Service

Age 5 Years 10 Years 15Years 20 Years 25Years 30 Years
50 0.005 0.005 0.005 0.005 0.017 0.089
51 0.005 0.005 0.005 0.005 0.017 0.087
52 0.018 0.018 0.018 0.018 0.042 0.132
53 0.044 0.044 0.044 0.044 0.090 0.217
54 0.065 0.065 0.065 0.065 0.126 0.283
55 0.086 0.086 0.086 0.086 0.166 0.354
56 0.067 0.067 0.067 0.067 0.130 0.289
57 0.066 0.066 0.066 0.066 0.129 0.288
58 0.066 0.066 0.066 0.066 0.129 0.288
59 0.139 0.139 0.139 0.139 0.176 0.312
60 0.123 0.123 0.123 0.123 0.153 0.278
61 0.110 0.110 0.110 0.110 0.138 0.256
62 0.130 0.130 0.130 0.130 0.162 0.291
63 0.130 0.130 0.130 0.130 0.162 0.291
64 0.130 0.130 0.130 0.130 0.162 0.291
65 1.000 1.000 1.000 1.000 1.000 1.000

»  These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.

Service Retirement

Public Agency Fire 2% @ 50
Duration of Service

Age 5 Years 10 Years 15Years 20 Years 25Years 30 Years
50 0.009 0.009 0.009 0.009 0.013 0.020
51 0.013 0.013 0.013 0.013 0.020 0.029
52 0.018 0.018 0.018 0.018 0.028 0.042
53 0.052 0.052 0.052 0.052 0.079 0.119
54 0.067 0.067 0.067 0.067 0.103 0.154
55 0.089 0.089 0.089 0.089 0.136 0.204
56 0.083 0.083 0.083 0.083 0.127 0.190
57 0.082 0.082 0.082 0.082 0.126 0.189
58 0.088 0.088 0.088 0.088 0.136 0.204
59 0.074 0.074 0.074 0.074 0.113 0.170
60 0.100 0.100 0.100 0.100 0.154 0.230
61 0.072 0.072 0.072 0.072 0.110 0.165
62 0.099 0.099 0.099 0.099 0.152 0.228
63 0.114 0.114 0.114 0.114 0.175 0.262
64 0.114 0.114 0.114 0.114 0.175 0.262
65 1.000 1.000 1.000 1.000 1.000 1.000
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CALPERS ACTUARIAL VALUATION - June 30, 2016 APPENDIX A
ACTUARIAL METHODS AND ASSUMPTIONS

Service Retirement

Public Agency Police 3% @ 55
Duration of Service

Age 5Years 10Years 15Years 20Years 25Years 30 Years
50 0.004 0.004 0.004 0.004 0.015 0.086
51 0.014 0.014 0.014 0.014 0.034 0.114
52 0.026 0.026 0.026 0.026 0.060 0.154
53 0.038 0.038 0.038 0.038 0.083 0.188
54 0.071 0.071 0.071 0.071 0.151 0.292
55 0.061 0.061 0.061 0.061 0.131 0.261
56 0.072 0.072 0.072 0.072 0.153 0.295
57 0.065 0.065 0.065 0.065 0.140 0.273
58 0.066 0.066 0.066 0.066 0.142 0.277
59 0.118 0.118 0.118 0.118 0.247 0.437
60 0.065 0.065 0.065 0.065 0.138 0.272
61 0.084 0.084 0.084 0.084 0.178 0.332
62 0.108 0.108 0.108 0.108 0.226 0.405
63 0.084 0.084 0.084 0.084 0.178 0.332
64 0.084 0.084 0.084 0.084 0.178 0.332
65 1.000 1.000 1.000 1.000 1.000 1.000

»  These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.

Service Retirement

Public Agency Fire 3% @ 55
Duration of Service

Age 5 Years 10 Years 15Years 20 Years 25 Years 30 Years
50 0.001 0.001 0.001 0.006 0.016 0.069
51 0.002 0.002 0.002 0.006 0.018 0.071
52 0.012 0.012 0.012 0.021 0.040 0.098
53 0.032 0.032 0.032 0.049 0.085 0.149
54 0.057 0.057 0.057 0.087 0.144 0.217
55 0.073 0.073 0.073 0.109 0.179 0.259
56 0.064 0.064 0.064 0.097 0.161 0.238
57 0.063 0.063 0.063 0.095 0.157 0.233
58 0.065 0.065 0.065 0.099 0.163 0.241
59 0.088 0.088 0.088 0.131 0.213 0.299
60 0.105 0.105 0.105 0.155 0.251 0.344
61 0.118 0.118 0.118 0.175 0.282 0.380
62 0.087 0.087 0.087 0.128 0.210 0.295
63 0.067 0.067 0.067 0.100 0.165 0.243
64 0.067 0.067 0.067 0.100 0.165 0.243
65 1.000 1.000 1.000 1.000 1.000 1.000
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CALPERS ACTUARIAL VALUATION - June 30, 2016 APPENDIX A
ACTUARIAL METHODS AND ASSUMPTIONS

Service Retirement

Public Agency Police 3% @ 50
Duration of Service

Age 5 Years 10 Years 15Years 20 Years 25Years 30 Years
50 0.050 0.050 0.050 0.099 0.240 0.314
51 0.034 0.034 0.034 0.072 0.198 0.260
52 0.033 0.033 0.033 0.071 0.198 0.259
53 0.039 0.039 0.039 0.080 0.212 0.277
54 0.045 0.045 0.045 0.092 0.229 0.300
55 0.052 0.052 0.052 0.105 0.248 0.323
56 0.042 0.042 0.042 0.087 0.221 0.289
57 0.043 0.043 0.043 0.088 0.223 0.292
58 0.054 0.054 0.054 0.109 0.255 0.333
59 0.054 0.054 0.054 0.108 0.253 0.330
60 0.060 0.060 0.060 0.121 0.272 0.355
61 0.048 0.048 0.048 0.098 0.238 0.311
62 0.061 0.061 0.061 0.122 0.274 0.357
63 0.057 0.057 0.057 0.115 0.263 0.343
64 0.069 0.069 0.069 0.137 0.296 0.385
65 1.000 1.000 1.000 1.000 1.000 1.000

¢ These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety,

Service Retirement

Public Agency Fire 3% @ 50
Duration of Service

Age 5 Years 10 Years 15 Years 20 Years 25 Years 30 Years
50 0.020 0.020 0.020 0.040 0.130 0.192
51 0.008 0.008 0.008 0.023 0.107 0.164
52 0.023 0.023 0.023 0.043 0.136 0.198
53 0.023 0.023 0.023 0.043 0.135 0.198
54 0.027 0.027 0.027 0.048 0.143 0.207
55 0.043 0.043 0.043 0.070 0.174 0.244
56 0.053 0.053 0.053 0.085 0.196 0.269
57 0.054 0.054 0.054 0.086 0.197 0.271
58 0.052 0.052 0.052 0.084 0.193 0.268
59 0.075 0.075 0.075 0.116 0.239 0.321
60 0.065 0.065 0.065 0.102 0.219 0.298
61 0.076 0.076 0.076 0.117 0.241 0.324
62 0.068 0.068 0.068 0.106 0.224 0.304
63 0.027 0.027 0.027 0.049 0.143 0.208
64 0.094 0.094 0.094 0.143 0.277 0.366
65 1.000 1.000 1.000 1.000 1.000 1.000




CALPERS ACTUARIAL VALUATION — June 30, 2016 APPENDIX A
ACTUARIAL METHODS AND ASSUMPTIONS

Service Retirement

Public Agency Police 2% @ 57
Duration of Service

Age 5 Years 10 Years 15Years 20 Years 25Years 30 Years
50 0.011 0.011 0.011 0.011 0.020 0.036
51 0.009 0.009 0.009 0.009 0.016 0.028
52 0.018 0.018 0.018 0.018 0.034 0.060
53 0.037 0.037 0.037 0.037 0.067 0.119
54 0.049 0.049 0.049 0.049 0.089 0.159
55 0.063 0.063 0.063 0.063 0.115 0.205
56 0.045 0.045 0.045 0.045 0.082 0.146
57 0.064 0.064 0.064 0.064 0.117 0.209
58 0.047 0.047 0.047 0.047 0.086 0.154
59 0.105 0.105 0.105 0.105 0.130 0.191
60 0.105 0.105 0.105 0.105 0.129 0.188
61 0.105 0.105 0.105 0.105 0.129 0.188
62 0.105 0.105 0.105 0.105 0.129 0.188
63 0.105 0.105 0.105 0.105 0.129 0.188
64 0.105 0.105 0.105 0.105 0.129 0.188
65 1.000 1.000 1.000 1.000 1.000 1.000

e These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.

Service Retirement

Public Agency Fire 2% @ 57
Duration of Service

Age 5 Years 10 Years 15Years 20 Years 25 Years 30 Years
50 0.005 0.005 0.005 0.005 0.008 0.012
51 0.006 0.006 0.006 0.006 0.009 0.013
52 0.012 0.012 0.012 0.012 0.019 0.028
53 0.033 0.033 0.033 0.033 0.050 0.075
54 0.045 0.045 0.045 0.045 0.069 0.103
55 0.061 0.061 0.061 0.061 0.094 0.140
56 0.055 0.055 0.055 0.055 0.084 0.126
57 0.081 0.081 0.081 0.081 0.125 0.187
58 0.059 0.059 0.059 0.059 0.091 0.137
59 0.055 0.055 0.055 0.055 0.084 0.126
60 0.085 0.085 0.085 0.085 0.131 0.196
61 0.085 0.085 0.085 0.085 0.131 0.196
62 0.085 0.085 0.085 0.085 0.131 0.196
63 0.085 0.085 0.085 0.085 0.131 0.196
64 0.085 0.085 0.085 0.085 0.131 0.196
65 1.000 1.000 1.000 1.000 1.000 1.000
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CALPERS ACTUARIAL VALUATION - June 30, 2016 APPENDIX A
ACTUARIAL METHODS AND ASSUMPTIONS

Service Retirement

Public Agency Police 2.5% @ 57
Duration of Service

Age SYears 10Years 15Years 20 Years 25Years 30 Years
50 0.014 0.014 0.014 0.014 0.025 0.045
51 0.012 0.012 0.012 0.012 0.021 0.038
52 0.025 0.025 0.025 0.025 0.046 0.081
53 0.047 0.047 0.047 0.047 . 0.086 0.154
54 0.063 0.063 0.063 0.063 0.115 0.205
55 0.076 0.076 0.076 0.076 0.140 0.249
56 0.054 0.054 0.054 0.054 0.099 0.177
57 0.071 0.071 0.071 0.071 0.130 0.232
58 0.057 0.057 0.057 0.057 0.103 0.184
59 0.126 0.126 0.126 0.126 0.156 0.229
60 0.126 0.126 0.126 0.126 0.155 0.226
61 0.126 0.126 0.126 0.126 0.155 0.226
62 0.126 0.126 0.126 0.126 0.155 0.226
63 0.126 0.126 0.126 0.126 0.155 0.226
64 0.126 0.126 0.126 0.126 0.155 0.226
65 1.000 1.000 1.000 1.000 1.000 1.000

»  These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.

Service Retirement

Public Agency Fire 2.5% @ 57
Duration of Service

Age 5 Years 10 Years 15 Years 20 Years 25 Years 30 Years
50 0.007 0.007 0.007 0.007 0.010 0.015
51 0.008 0.008 0.008 0.008 0.012 0.018
52 0.016 0.016 0.016 0.016 0.025 0.038
53 0.042 0.042 0.042 0.042 0.064 0.096
54 0.057 0.057 0.057 0.057 0.088 0.132
55 0.074 0.074 0.074 0.074 0.114 0.170
56 0.066 0.066 0.066 0.066 0.102 0.153
57 0.090 0.090 0.090 0.090 0.139 0.208
58 0.071 0.071 0.071 0.071 0.110 0.164
59 0.066 0.066 0.066 0.066 0.101 0.151
60 0.102 0.102 0.102 0.102 0.157 0.235
61 0.102 0.102 0.102 0.102 0.157 0.236
62 0.102 0.102 0.102 0.102 0.157 0.236
63 0.102 0.102 0.102 0.102 0.157 0.236
64 0.102 0.102 0.102 0.102 0.157 0.236
65 1.000 1.000 1.000 1.000 1.000 1.000
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CALPERS ACTUARIAL VALUATION - June 30, 2016
ACTUARIAL METHODS AND ASSUMPTIONS

APPENDIX A

Service Retirement

Public Agency Police 2.7% @ 57

Duration of Service

Age 5Years  10Years 15Years 20Years 25Years 30 Years
50 0.0138 0.0138 0.0138 0.0138 0.0253 0.0451
51 0.0123 0.0123 0.0123 0.0123 0.0226 0.0402
52 0.0249 0.0249 0.0249 0.0249 0.0456 0.0812
53 0.0497 0.0497 0.0497 0.0497 0.0909 0.1621
54 0.0662 0.0662 0.0662 0.0662 0.1211 0.2160
55 0.0854 0.0854 0.0854 0.0854 0.1563 0.2785
56 0.0606 0.0606 0.0606 0.0606 0.1108 0.1975
57 0.0711 0.0711 0.0711 0.0711 0.1300 0.2318
58 0.0628 0.0628 0.0628 0.0628 0.1149 0.2049
59 0.1396 0.1396 0.1396 0.1396 0.1735 0.2544
60 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506
61 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506
62 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506
63 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506
64 0.1396 0.1396 0.1396 0.1396 0.1719 0.2506
65 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000

»  These rates also apply to Local Prosecutors, Local Sheriff, School Police, and Other Safety.

Service Retirement

Public Agency Fire 2.7% @ 57

Duration of Service

Age 5 Years 10 Years 15Years 20Years 25Years 30 Years
50 0.0065 0.0065 0.0065 0.0065 0.0101 0.0151
51 0.0081 0.0081 0.0081 0.0081 0.0125 0.0187
52 0.0164 0.0164 0.0164 0.0164 0.0254 0.0380
53 0.0442 0.0442 0.0442 0.0442 0.0680 0.1018
54 0.0606 0.0606 0.0606 0.0606 0.0934 0.1397
55 0.0825 0.0825 0.0825 0.0825 0.1269 0.1900
56 0.0740 0.0740 0.0740 0.0740 0.1140 0.1706
57 0.0901 0.0901 0.0901 0.0901 0.1387 0.2077
58 0.0790 0.0790 0.0790 0.0790 0.1217 0.1821
59 0.0729 0.0729 0.0729 0.0729 0.1123 0.1681
60 0.1135 0.1135 0.1135 0.1135 0.1747 0.2615
61 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618
62 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618
63 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618
64 0.1136 0.1136 0.1136 0.1136 0.1749 0.2618
65 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000
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ACTUARIAL METHODS AND ASSUMPTIONS

Service Retirement

Schools 2% @ 55
Duration of Service

Age 5 Years 10 Years 15Years 20Years 25Years 30 Years
50 0.005 0.009 0.013 0.015 0.016 0.018
51 0.005 0.010 0.014 0.017 0.019 0.021
52 0.006 0.012 0.017 0.020 0.022 0.025
53 0.007 0.014 0.019 0.023 0.026 0.029
54 0.012 0.024 0.033 0.039 0.044 0.049
55 0.024 0.048 0.067 0.079 0.088 0.099
56 0.020 0.039 0.055 0.065 0.072 0.081
57 0.021 0.042 0.059 0.070 0.078 0.087
58 0.025 0.050 0.070 0.083 0.092 0.103
59 0.029 0.057 0.080 0.095 0.105 0.118
60 0.037 0.073 0.102 0.121 0.134 0.150
61 0.046 0.090 0.126 0.149 0.166 0.186
62 0.076 0.151 0.212 0.250 0.278 0.311
63 0.069 0.136 0.191 0.225 0.251 0.281
64 0.067 0.133 0.185 0.219 0.244 0.273
65 0.091 0.180 0.251 0.297 0.331 0.370
66 0.072 0.143 0.200 0.237 0.264 0.295
67 0.067 0.132 0.185 0.218 0.243 0.272
68 0.060 0.118 0.165 0.195 0.217 0.243
69 0.067 0.133 0.187 0.220 0.246 0.275
70 0.066 0.131 0.183 0.216 0.241 0.270

Miscellaneous

Internal Revenue Code Section 415

The limitations on benefits imposed by Internal Revenue Code Section 415 are taken into account in this
valuation. Each year the impact of any changes in this limitation since the prior valuation is included and
amortized as part of the actuarial gain or loss base. This results in lower contributions for those employers
contributing to the Replacement Benefit Fund and protects CalPERS from prefunding expected benefits in
excess of limits imposed by federal tax law.

Internal Revenue Code Section 401(a)(17)

The limitations on compensation imposed by Internal Revenue Code Section 401(a)(17) are taken into
account in this valuation. Each year, the impact of any changes in the compensation limitation since the
prior valuation is included and amortized as part of the actuarial gain or loss base. The compensation limit
for classic members for the 2016 calendar year is $265,000.
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The following is a description of the principal plan provisions used in calculating costs and liabilities. We have
indicated whether a plan provision is standard or optional. Standard benefits are applicable to all members while
optional benefits vary among employers. Optional benefits that apply to a single period of time, such as Golden
Handshakes, have not been included. Many of the statements in this summary are general in nature, and are
intended to provide an easily understood summary of the Public Employees’ Retirement Law. The law itself governs
in all situations.

Service Retirement
Eligibility

A classic CalPERS member or PEPRA Safety member becomes eligible for Service Retirement upon attainment of age
50 with at least 5 years of credited service (total service across all CalPERS employers, and with certain other
retirement systems with which CalPERS has reciprocity agreements). For employees hired into a plan with the 1.5
percent at 65 formula, eligibility for service retirement is age 55 with at least 5 years of service. PEPRA miscellaneous
members become eligible for service retirement upon attainment of age 52 with at least 5 years of service.

Benefit

The service retirement benefit is a monthly allowance equal to the product of the benefit factor, years of service, and
final compensation.

» The benefit factor depends on the benefit formula specified in your agency’s contract. The table below shows
the factors for each of the available formulas. Factors vary by the member’s age at retirement. Listed are the
factors for retirement at whole year ages:

Miscellaneous Plan Formulas

Retirement  1.5% at 2% at 60 2% at 55 2.5% at 2.7% at 3% at 60 PEPRA
Age 65 55 55 2% at 62
50 0.5000% 1.092% 1.426% 2.000% 2.000% 2.000% N/A
51 0.5667% 1.156% 1.522% 2.100% 2.140% 2.100% N/A
52 0.6334% 1.224% 1.628% 2.200% 2.280% 2.200% 1.000%
53 0.7000% 1.296% L742% 2.300% 2.420% 2.300% 1.100%
54 0.7667% 1.376% 1.866% 2.400% 2.560% 2.400% 1.200%
55 0.8334% 1.460% 2.000% 2.500% 2.700% 2.500% 1.300%
56 0.9000% 1.552% 2.052% 2.500% 2.700% 2.600% 1.400%
57 0.9667% 1.650% 2.104% 2.500% 2.700% 2.700% 1.500%
58 1.0334% 1.758% 2.156% 2.500% 2.700% 2.800% 1.600%
59 1.1000% 1.874% 2.210% 2.500% 2.700% 2.900% 1.700%
60 1.1667% 2.000% 2.262% 2.500% 2.700% 3.000% 1.800%
61 1.2334% 2.134% 2.314% 2.500% 2.700% 3.000% 1.900%
62 1.3000% 2.272% 2.366% 2.500% 2.700% 3.000% 2.000%
63 1.3667% 2.418% 2.418% 2.500% 2.700% 3.000% 2.100%
64 1.4334% 2.418% 2.418% 2.500% 2.700% 3.000% 2.200%
65 1.5000% 2.418% 2.418% 2.500% 2.700% 3.000% 2.300%
66 1.5000% 2.418% 2.418% 2.500% 2.700% 3.000% 2.400%
67 & up 1.5000% 2.418% 2.418% 2.500% 2.700% 3.000% 2.500%

B-1



CALPERS ACTUARIAL VALUATION - June 30, 2016 APPENDIX B
MISCELLANEQUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
PRINCIPAL PLAN PROVISIONS

Safety Plan Formulas

Ret:‘;':e"t 12 at 55 * 2% at 55 2% at 50 3% at 55 3% at 50
50 1.783% 1.426% 2.000% 2.400% 3.000%
51 1.903% 1.522% 2.140% 2.520% 3.000%
52 2.035% 1.628% 2.280% 2.640% 3.000%
53 2.178% 1.742% 2.420% 2.760% 3.000%
54 2.333% 1.866% 2.560% 2.880% 3.000%
55 & Up 2.500% 2.000% 2.700% 3.000% 3.000%

* For this formula, the benefit factor also varies by entry age. The factors shown are for members with an entry age
of 35 or greater. If entry age is less than 35, then the age 55 benefit factor is 50 percent divided by the difference
between age 55 and entry age. The benefit factor for ages prior to age 55 is the same proportion of the age 55
benefit factor as in the above table.

PEPRA Safety Plan Formulas

Retirement Age 2% at 57 2.5% at 57 2.7% at 57
50 1.426% 2.000% 2.000%
51 1.508% 2.071% 2.100%
52 1.590% 2.143% 2.200%
53 1.672% 2.214% 2.300%
54 1.754% 2.286% 2.400%
55 1.836% 2.357% 2.500%
56 1.918% 2.429% 2.600%
57 & Up 2.000% 2.500% 2.700%

« The years of serviceis the amount credited by CalPERS to a member while he or she is employed in this group
(or for other petiods that are recognized under the employer’s contract with CalPERS). For a member who has
earned service with multiple CalPERS employers, the benefit from each employer is calculated separately
according to each employer’s contract, and then added together for the total allowance. An agency may contract
for an optional benefit where any unused sick leave accumulated at the time of retirement will be converted to
credited service at a rate of 0.004 years of service for each day of sick leave.

« The final compensation is the monthly average of the member’s highest 36 or 12 consecutive months’ full-time
equivalent monthly pay (no matter which CalPERS employer paid this compensation). The standard benefit is 36
months. Employers had the option of providing a final compensation equal to the highest 12 consecutive months
for classic plans only. Final compensation must be defined by the highest 36 consecutive months’ pay under the
1.5% at 65 formula. PEPRA members have a cap on the annual salary that can be used to calculate final
compensation for all new members based on the Social Security contribution and benefit base. For employees
that participate in Social Security this cap is $118,775 for 2016 and for those employees that do not participate
in Social Security the cap for 2016 is $142,530. Adjustments to the caps are permitted annually based on
changes to the CPI for all urban consumers.

» Employees must be covered by Social Security with the 1.5% at 65 formula. Social Security is optional for all
other benefit formulas. For employees covered by Social Security, the modified formula is the standard benefit.
Under this type of formula, the final compensation is offset by $133.33 (or by one third if the final compensation
is less than $400). Employers may contract for the full benefit with Social Security that will eliminate the offset
applicable to the final compensation. For employees not covered by Social Security, the full benefit is paid with
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no offsets. Auxiliary organizations of the CSUC system may elect reduced contribution rates, in which case the
offset is $317 if members are not covered by Social Security or $513 if members are covered by Social Security.

» The miscellaneous and PEPRA safety service retirement benefit is not capped. The classic Safety service
retirement benefit is capped at 90 percent of final compensation.

Vested Deferred Retirement

Eligibility for Deferred Status

A CalPERS member becomes eligible for a deferred vested retirement benefit when he or she leaves employment,
keeps his or her contribution account balance on deposit with CalPERS, and has earned at least 5 years of credited
service (total service across all CalPERS employers, and with certain other retirement systems with which CalPERS
has reciprocity agreements).

Eligibility to Start Receiving Benefits

The CalPERS classic members and PEPRA safety members become eligible to receive the deferred retirement benefit
upon satisfying the eligibility requirements for deferred status and upon attainment of age 50 (55 for employees
hired into a 1.5% @ 65 plan). PEPRA miscellaneous members become eligible to receive the deferred retirement
benefit upon satisfying the eligibility requirements for deferred status and upon attainment of age 52.

Benefit

The vested deferred retirement benefit is the same as the service retirement benefit, where the benefit factor is
based on the membert’s age at allowance commencement. For members who have earned service with multiple
CalPERS employers, the benefit from each employer is calculated separately according to each employer’s contract,
and then added together for the total allowance.

Non-Industrial (Non-Job Related) Disability Retirement
Eligibitity

A CalPERS member is eligible for Non-Industrial Disability Retirement if he or she becomes disatled and has at least
5 years of credited service (total service across all CalPERS employers, and with certain other retirement systems
with which CalPERS has reciprocity agreements). There is no special age requirement. Disabled means the member is
unable to perform his or her job because of an illness or injury, which is expected to be permanent or to last
indefinitely. The illness or injury does not have to be job related. A CalPERS member must be actively employed by
any CalPERS employer at the time of disability in order to be eligible for this benefit,

Standard Benefit

The standard Non-Industrial Disability Retirement benefit is a monthly allowance equal to 1.8 percent of final
compensation, multiplied by service, which is determined as follows:

»  Serviceis CalPERS credited service, for members with less than 10 years of service or greater than 18.518 years
of service; or

» Serviceis CalPERS credited service plus the additional number of years that the member would have worked
until age 60, for members with at least 10 years but not more than 18.518 years of service, The maximum
benefit in this case is 33 1/3 percent of final compensation.
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Improved Benefit

Employers have the option of providing the improved Non-Industrial Disability Retirement benefit. This benefit
provides a monthly allowance equal to 30 percent of final compensation for the first 5 years of service, plus 1 percent
for each additional year of service to a maximum of 50 percent of final compensation.

Members who are eligible for a larger service retirement benefit may choose to receive that benefit in lieu of a
disability benefit. Members eligible to retire, and who have attained the normal retirement age determined by their
service retirement benefit formula, will receive the same dollar amount for disability retirement as that payable for
service retirement. For members who have earned service with multiple CalPERS employers, the benefit attributed to
each employer is the total disability allowance multiplied by the ratio of service with a particular employer to the total
CalPERS service.

industrial (Job Related) Disability Retirement

All safety members have this benefit. For miscellanecus members, employers have the option of providing this
benefit. An employer may choose to provide the increased benefit option or the improved benefit option.

Eligibility

An employee is eligible for Industrial Disability Retirement if he or she becomes disabled while working, where
disabled means the member is unable to perform the duties of the job because of a work-related illness or injury,
which is expected to be permanent or to last indefinitely. A CalPERS member who has left active employment within
this group is not eligible for this benefit, except to the extent described below.

Standard Benefit

The standard Industrial Disability Retirement benefit is a monthly allowance equal to 50 percent of final
compensation.

Increased Benefit (75 percent of Final Compensation)

The increased Industrial Disability Retirement benefit is a monthly allowance equal to 75 percent final compensation
for total disability.

Improved Benefit (50 percent to 90 percent of Final Compensation)

The improved Industrial Disability Retirement benefit is a monthly allowance equal to the Workman’s Compensation
Appeals Board permanent disability rate percentage (if 50 percent or greater, with a maximum of 90 percent) times
the final compensation.

For a CalPERS member not actively employed in this group who became disabled while employed by some other
CalPERS employer, the benefit is a return of accumulated member contributions with respect to employment in this
group. With the standard or increased benefit, a member may also choose to receive the annuitization of the
accumulated member contributions.

If a member is eligible for service retirement and if the service retirement benefit is more than the industrial disability
retirement benefit, the member may choose to receive the farger benefit.
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Post-Retirement Death Benefit

Standard Lump Sum Payment

Upon the death of a retiree, a one-time lump sum payment of $500 will be made to the retiree’s designated
survivor(s), or to the retiree’s estate.

Improved Lump Sum Payment

Employers have the option of providing an improved lump sum death benefit of $600, $2,000, $3,000, $4,000 or
$5,000.

Form of Payment for Retirement Allowance

Standard Form of Payment

Generally, the retirement allowance is paid to the retiree in the form of an annuity for as long as he or she is alive.
The retiree may choose to provide for a portion of his or her allowance to be paid to any designated beneficiary after
the retiree’s death. CalPERS provides for a variety of such benefit options, which the retiree pays for by taking a
reduction in his or her retirement allowance. Such reduction takes into account the amount to be provided to the
beneficiary and the probable duration of payments (based on the ages of the member and beneficiary) made
subsequent to the member’s death.

Improved Form of Payment (Post-Retirement Survivor Allowance)
Employers have the option to contract for the post-retirement survivor allowance.

For retirement allowances with respect to service subject to the modified formula, 25 percent of the retirement
allowance will automatically be continued to certain statutory beneficiaries upon the death of the retiree, without a
reduction in the retiree’s allowance. For retirement allowances with respect to service subject to the full or
supplemental formula, 50 percent of the retirement allowance will automatically be continued to certain statutory
beneficiaries upon the death of the retiree, without a reduction in the retiree’s allowance. This additional benefit is
referred to as post-retirement survivor allowance (PRSA) or simply as survivor continuance.

In other words, 25 percent or 50 percent of the allowance, the continuance portion, is paid to the retiree for as long
as he or she is alive, and that same amount is continued to the retiree’s spouse (or if no eligible spouse, to
unmarried child(ren) until they attain age 18; or, if no eligible child(ren), to a qualifying dependent parent) for the
rest of his or her lifetime. This benefit will not be discontinued in the event the spouse remarries.

The remaining 75 percent or 50 percent of the retirement allowance, which may be referred to as the option portion
of the benefit, is paid to the retiree as an annuity for as long as he or she is alive. Or, the retiree may choose to
provide for some of this option portion to be paid to any designated beneficiary after the retiree’s death. Benefit
options applicable to the option portion are the same as those offered with the standard form. The reduction is
calculated in the same manner but is applied only to the option portion.




CALPERS ACTUARIAL VALUATION — June 30, 2016 APPENDIX B
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
PRINCIPAL PLAN PROVISIONS

Pre-Retirement Death Benefits

Basic Death Benefit

This is a standard benefit.
Eligibility

An employee’s beneficiary (or estate) may receive the basic death benefit if the member dies while actively
employed. A CalPERS member must be actively employed with the CalPERS empioyer providing this benefit to be
eligible for this benefit. A member’s survivor who is eligible for any other pre-retirement death benefit may choose to
receive that death benefit instead of this basic death benefit.

Benefit

The basic death benefit is a fump sum in the amount of the member’s accumulated contributions, where interest is
currently credited at 7.5 percent per year, plus a lump sum in the amount of one month's salary for each completed
year of current service, up to a maximum of six months' salary. For purposes of this benefit, one month's salary is
defined as the member's average monthly full-time rate of compensation during the 12 months preceding death.

18957 Survivor Benefit

This is a standard benefit.
Eligibility

An employee's efigible survivor(s) may receive the 1957 Survivor benefit if the member dies while actively employed,
has attained at least age 50 for classic and safety PEPRA members and age 52 for miscellaneous PEPRA members,
and has at least 5 years of credited service (total service across all CalPERS employers and with certain other
retirement systems with which CalPERS has reciprocity agreements). A CalPERS member must be actively employed
with the CalPERS employer providing this benefit to be eligible for this benefit. An eligible survivor means the
surviving spouse to whom the member was married at least one year before death or, if there is no eligible spouse,
to the member's unmarried child(ren) under age 18. A member’s survivor who is eligible for any other pre-retirement
death benefit may choose to receive that death benefit instead of this 1957 Survivor benefit.

Benefit

The 1957 Survivor benefit is a monthly allowance equal to one-half of the unmodified service retirement benefit that
the member would have been entitled to receive if the member had retired on the date of his or her death. If the
benefit is payable to the spouse, the benefit is discontinued upon the death of the spouse. If the benefit is payable to
dependent child(ren), the benefit will be discontinued upon death or attainment of age 18, unless the child(ren) is
disabled. The total amount paid will be at least equal to the basic death benefit.
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Optional Settlement 2W Death Benefit

This is an optional benefit.
Eligibility

An employee’s eligible survivor may receive the Optional Settlement 2W Death benefit if the member dies while
actively employed, has attained at least age 50 for classic and safety PEPRA members and age 52 for miscellaneous
PEPRA members, and has at least 5 years of credited service (total service across all CalPERS employers and with
certain other retirement systems with which CalPERS has reciprocity agreements). A CalPERS member who is no
longer actively employed with any CalPERS employer is not eligible for this benefit. An eligible survivor means the
surviving spouse to whom the member was married at least one year before death. A member’s survivor who is
eligible for any other pre-retirement death benefit may choose to receive that death benefit instead of this Optional
Settlement 2W Death benefit.

Benefit

The Optional Settlement 2W Death benefit is a monthly allowance equal to the service retirement benefit that the
member would have received had the member retired on the date of his or her death and elected Optional
Settiement 2W. (A retiree who elects Optional Settlement 2W receives an allowance that has been reduced so that it
will continue to be paid after his or her death to a surviving beneficiary.) The allowance is payable as long as the
surviving spouse lives, at which time it is continued to any unmarried child(ren) under age 18, if applicable. The total
amount paid will be at least equal to the basic death benefit.

Special Death Benefit

This is a standard benefit for safety members. An employer may elect to provide this benefit for miscellaneous
members.

Eligibility

An employee’s eligible survivor(s) may receive the special death benefit if the member dies while actively employed
and the death is job-related. A CalPERS member who is no longer actively employed with any CalPERS employer is
not eligible for this benefit. An eligible survivor means the surviving spouse to whom the member was married prior
to the onset of the injury or iliness that resuited in death. If there is no eligible spouse, an eligible survivor means the
member's unmarried child(ren) under age 22. An eligible survivor who chooses to receive this benefit will not receive
any other death benefit.

Benefit

The special death benefit is a monthly allowance equal to 50 percent of final compensation, and will be increased
whenever the compensation paid to active employees is increased but ceasing to increase when the member would
have attained age 50. The allowance is payable to the surviving spouse until death at which time the allowance is
continued to any unmarried child(ren) under age 22. There is a guarantee that the total amount paid will at least
equal the basic death benefit.

If the member’s death is the result of an accident or injury caused by external violence or physical force incurred in
the performance of the member’s duty, and there are eligible surviving child(ren) (eligible means unmarried
child(ren) under age 22) in addition to an eligible spouse, then an additional monthly allowance is paid equal to
the following:

« if 1 eligible child: 12.5 percent of final compensation
o if 2 eligible children: 20.0 percent of final compensation
e if 3 or more eligible children: 25.0 percent of final compensation
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Alternate Death Benefit for Local Fire Members

This is an optional benefit available only to local fire members.
Eligibility

An employee's eligible survivor(s) may receive the alternate death benefit in lieu of the basic death benefit or the
1957 Survivor benefit if the member dies while actively employed and has at least 20 years of total CalPERS service.
A CalPERS member who is no longer actively employed with any CalPERS employer is not eligible for this benefit, An
eligible survivor means the surviving spouse to whom the member was married prior to the onset of the injury or
illness that resulted in death. If there is no eligible spouse, an eligible survivor means the member's unmarried
child(ren) under age 18.

Benefit

The Alternate Death benefit is a monthly allowance equal to the service retirement benefit that the member would
have received had the member retired on the date of his or her death and elected Optional Settlement 2W. (A retiree
who elects Optional Settlement 2W receives an allowance that has been reduced so that it will continue to be paid
after his or her death to a surviving beneficiary.) If the member has not yet attained age 50, the benefit is equal to
that which would be payable if the member had retired at age 50, based on service credited at the time of death.
The allowance is payable as long as the surviving spouse lives, at which time it is continued to any unmarried
child(ren) under age 18, if applicable. The total amount paid will be at least equal to the basic death benefit.

Cost-of-Living Adjustments (COLA)
Standard Benefit

Retirement and survivor allowances are adjusted each year in May for cost of living, beginning the second calendar
year after the year of retirement. The standard cost-of-iving adjustment (COLA) is 2 percent. Annual adjustments
are calculated by first determining the lesser of 1) 2 percent compounded from the end of the year of retirement or
2) actual rate of inflation. The resulting increase is divided by the total increase provided in prior years. For any
particular year, the COLA adjustment may be less than 2 percent (when the rate of inflation is low), may be greater
than the rate of inflation (when the rate of inflation is low after several years of high inflation) or may even be
greater than 2 percent (when inflation is high after several years of low inflation).

Improved Benefit

Employers have the option of providing a COLA of 3 percent, 4 percent, or 5 percent, determined in the same
manner as described above for the standard 2 percent COLA. An improved COLA is not available with the 1.5% at 65
formula.

Purchasing Power Protection Allowance (PPPA)

Retirement and survivor allowances are protected against inflation by PPPA. PPPA benefits are cost-of-living
adjustments that are intended to maintain an individual's allowance at 80 percent of the initial allowance at
retirement adjusted for inflation since retirement. The PPPA benefit will be coordinated with other cost-of-living
adjustments provided under the plan.

B-8



CALPERS ACTUARIAL VALUATION - June 30, 2016 APPENDIX B
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
PRINCIPAL PLAN PROVISIONS

Employee Contributions

Each employee contributes toward his or her retirement based upon the retirement formula. The standard employee
contribution is as described below.

e The percent contributed below the monthly compensation breakpoint is 0 percent.

e The monthly compensation breakpoint is $0 for full and supplemental formula members and $133.33 for
employees covered by the modified formula.

»  The percent contributed above the monthly compensation breakpoint depends upon the benefit formula, as
shown in the table below.

Benefit Formula Percent Contributed above the
Breakpoint

Miscellaneous, 1.5% at 65 2%
Miscellaneous, 2% at 60 7%
Miscellaneous, 2% at 55 7%
Miscellaneous, 2.5% at 55 8%
Miscellaneous, 2.7% at 55 8%
Miscellaneous, 3% at 60 8%
Miscellaneous, 2% at 62 50% of the Total Normal Cost
Miscellaneous, 1.5% at 65 50% of the Total Normal Cost
Safety, 1/2 at 55 Varies by entry age
Safety, 2% at 55 7%

Safety, 2% at 50 9%

Safety, 3% at 55 9%

Safety, 3% at 50 9%

Safety, 2% at 57 50% of the Total Normal Cost
Safety, 2.5% at 57 50% of the Total Normal Cost
Safety, 2.7% at 57 50% of the Total Normal Cost

The employer may choose to “pick-up” these contributions for classic members (Employer Paid Member Contributions
or EPMC). EPMC is prohibited for new PEPRA members.,

An employer may also include Employee Cost Sharing in the contract, where employees agree to share the cost of
the employer contribution. These contributions are paid in addition to the member contribution.

Auxiliary organizations of the CSUC system may elect reduced contribution rates, in which case the offset is $317 and
the contribution rate is 6 percent if members are not covered by Social Security. If members are covered by Social
Security, the offset is $513 and the contribution rate is 5 percent.

Refund of Employee Contributions

If the member’s service with the employer ends, and if the member does not satisfy the eligibility conditions for any
of the retirement benefits above, the member may elect to receive a refund of his or her employee contributions,
which are credited with 6 percent interest compounded annually.
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1959 Survivor Benefit

This is a pre-retirement death benefit available only to members not covered by Social Security. Any agency joining
CalPERS subsequent to 1993 is required to provide this benefit if the members are not covered by Social Security.
The benefit is optional for agencies joining CalPERS prior to 1994. Levels 1, 2 and 3 are now closed. Any new agency
or any agency wishing to add this benefit or increase the current level may only choose the 4" or Indexed Level.

This benefit is not included in the results presented in this valuation. More information on this benefit is available on
the CalPERS website at www.calpers.ca.gov.
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2.
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Summary of Valuation Data

Active Members

a) Counts

b) Average Attained Age

¢) Average Entry Age to Rate Plan

d) Average Years of Service

€) Average Annual Covered Pay

f) Annual Covered Payroll

g) Projected Annual Payroll for Contribution Year
h) Present Value of Future Payroll

Transferred Members

a) Counts

b) Average Attained Age

c) Average Years of Service

d) Average Annual Covered Pay

Terminated Members

a) Counts

b) Average Attained Age

c) Average Years of Service

d) Average Annual Covered Pay

. Retired Members and Beneficiaries

a) Counts
b) Average Attained Age
¢) Average Annual Benefits

Active to Retired Ratio [(1a) / (4a)]

June 30, 2015

1,767

49.88

33.07

16.81
112,159
198,185,580
216,562,734
1,341,176,199

198
51.17
4.59
101,941

780
50.84
3.07
49,172

1,976
71.07
44,905

0.89

$

$

$

$

June 30, 2016

1,782

49.49

33.19

16.30

114,775
204,529,694
223,495,119
1,400,832,034

190
51.62
4.55
105,102

759
51.06
3.04
50,024

2,040
71.19
46,428

0.87

Counts of members included in the valuation are counts of the records processed by the valuation. Multiple
records may exist for those who have service in more than one valuation group. This does not result in
double counting of liabilities.

Average Annual Benefits represents benefit amounts payable by this plan only. Some members may have
service with another agency and would therefore have a larger total benefit than would be included as part
of the average shown here.
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Active Members

Counts of members included in the valuation are counts of the records processed by the valuation. Multiple records
may exist for those who have service in more than one valuation group. This does not result in double counting of
liabilities.

Distribution of Active Members by Age and Service

Years of Service at Valuation Date

Attained
_Age 0-4 5-9 10-14 15-19 20-25 25+ Total
15-24 19 0 0 0 0 0 19
25-29 65 9 0 0 0 0 74
30-34 83 36 11 2 0 0 132
35-39 80 40 28 12 3 0 163
40-44 54 49 34 17 21 4 179
45-49 43 43 40 29 37 42 234
50-54 31 28 45 49 64 121 338
55-59 23 30 35 34 51 181 354
60-64 8 12 27 20 33 110 210
65 and over 2 2 8 9 26 32 79
All Ages 408 249 228 172 235 490 1,782
Distribution of Average Annual Salaries by Age and Service
Years of Service at Valuation Date
Attained
Age 0-4 5-9 10-14 15-19 20-25 25+ Average
15-24 $69,470 $0 $0 $0 $0 $0 $69,470
25-29 62,254 84,064 0 0 0 0 64,907
30-34 72,638 97,221 107,349 97,095 0 0 82,606
35-39 85,112 100,945 108,195 106,313 112,852 0 95,034
40-44 93,073 105,491 112,706 114,021 128,240 105,626 106,597
45-49 90,568 108,329 118,297 130,340 127,908 137,729 117,870
50-54 99,489 121,399 120,543 131,473 135,908 134,499 128,173
55-59 103,139 102,874 107,916 130,301 130,234 138,971 128,422
60-64 123,639 104,430 120,814 113,035 129,481 133,557 127,281
65 and over 115,315 181,765 142,887 140,428 113,842 121,122 124,518

All Ages $82,845 $105,316 $115,705 $125,495 $129,094 $135,107 $114,775

C-2
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Transferred and Terminated Members

Distribution of Transfers to Other CalPERS Plans by Age, Service, and average Salary

Years of Service at Valuation Date

Attained Average
Age 0-4 5-9 10-14 15-19 20-25 25+ Total Salary
15-24 0 0 0 0 0 0 0 $0
25-29 0 0 0 0 0 0 0 0
30-34 1 0 0 0 0 6 89,077
35-39 10 1 0 0 0 0 11 86,193
40-44 18 3 0 0 0 0 21 97,019
45-49 28 10 3 3 2 0 46 118,741
50-54 26 8 3 4 0 0 41 96,368
55-59 21 8 5 2 0 0 36 110,142
60-64 16 0 2 2 0 23 109,970
65 and over 6 0 0 0 0 0 6 90,312
All Ages 130 34 11 11 4 0 190 105,102

Distribution of Terminated Participants with Funds on Deposit by Age, Service, and average Salary

Years of Service at Valuation Date

Attained Average

Age 0-4 5-9 10-14 15-19 20-25 25+ Total Salary
15-24 0 0 0 0 0 0 0 $0

25-29 6 0 0 0 0 6 59,596
30-34 18 0 0 0 0 20 58,575
35-39 54 2 0 0 0 58 36,743
40-44 116 12 0 0 0 0 128 39,175
45-49 102 26 7 0 1 1 137 53,422
50-54 90 30 14 6 2 1 143 55,694
55-59 87 22 7 1 0 0 117 57,103
60-64 84 10 1 0 0 100 49,289
65 and over 49 1 0 0 0 50 48,005
All Ages 606 105 35 8 3 2 759 50,024
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Retired Members and Beneficiaries

Distribution of Retirees and Beneficiaries by Age and Retirement Type*

Non- Non- Death
Attained Service Industrial Industrial Industrial Industrial After
Age Retirement  Disability  Disability Death Death Retirement Total
Under 30 0 0 0 0 0 3 3
30-34 0 0 0 0 0 1 1
35-39 0 0 0 0 0 2 2
40-44 0 1 0 0 0 1 2
45-49 0 3 0 0 0 4 7
50-54 23 6 0 2 0 8 39
55-59 146 20 0 3 0 10 179
60-64 285 27 2 7 0 23 344
65-69 366 17 0 2 0 41 426
70-74 296 22 0 3 0 49 370
75-79 193 19 3 1 0 47 263
80-84 137 10 0 0 0 49 196
85 and Over 104 3 0 3 0 98 208
All Ages 1550 128 5 21 0 336 2,040
Distribution of Average Annual Disbursements to Retirees and Beneficiaries by Age
and Retirement Type*
Non- Non- Death
Attained Service Industrial Industrial Industrial Industrial After
Age Retirement  Disability Disability Death Death Retirement Average
Under 30 $0 $0 $0 $0 $0 $7,511 $7,511
30-34 0 0 0 0 0 17,262 17,262
35-39 0 0 0 0 0 35,141 35,141
40-44 0 28,198 0 0 0 15,457 21,828
45-49 0 42,503 0 0 0 22,003 30,789
50-54 36,351 30,327 0 26,798 0 12,558 30,054
55-59 52,587 29,662 0 25,161 0 23,733 47,954
60-64 56,803 28,268 646 47,840 0 48,397 53,493
65-69 55,033 27,812 0 33,384 0 34,400 51,859
70-74 52,799 32,641 0 50,513 0 38,208 49,650
75-79 45,998 29,353 1,782 6,738 0 41,812 43,393
80-84 43,469 23,755 0 0 0 30,514 39,224
85 and Over 38,880 23,009 0 8,037 0 25,380 31,846
All Ages $51,193 $29,292 $1,327 $33,958 $0 $32,425 $46,428
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CALPERS ACTUARIAL VALUATION - June 30, 2016

MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
PARTICIPANT DATA

APPENDIX C

Retired Miembers and Beneficiaries (continued)

Distribution of Retirees and Beneficiaries by Years Retired and Retirement Type*

Non- Non- Death
Years Service Industrial Industrial Industrial Industrial After
Retired Retirement  Disability Disability Death Death Retirement Total
Under 5 Yrs 460 9 1 5 0 112 587
5-9 349 14 0 1 0 86 450
10-14 282 27 1 4 0 65 379
15-19 223 33 0 5 0 28 289
20-24 156 23 2 4 0 27 212
25-29 57 14 1 0 0 12 84
30 and Over 23 8 0 2 0 6 39
All Years 1550 128 5 21 0 336 2,040

Distribution of Average Annual Disbursements to Retirees and Beneficiaries by Years Retired and

Retirement Type*

Non- Non- Death
Years Service Industrial Industrial Industrial Industrial After
Retired Retirement  Disability _ Disability Death Death Retirement Average
Under 5 Yrs $60,590 $29,542 $3,251 $48,461 $0 $37,497 $55,506
5-9 52,453 35,181 0 25,106 0 31,872 47,922
10-14 50,681 29,305 502 32,497 0 33,394 45,869
15-19 45,365 27,349 0 34,412 0 28,380 41,473
20-24 39,492 33,487 1,048 33,475 0 26,376 36,694
25-29 38,838 27,239 789 0 0 16,791 33,302
30 and Over 16,919 18,203 0 4,880 0 12,509 15,887
All Years $51,193 $29,292 $1,327 $33,958 $0 $32,425 $46,428

* Counts of members do not include alternate payees receiving benefits while the member is still working.
Therefore, the total counts may not match information on page 25 of the report. Multiple records may exist for
those who have service in more than one coverage group. This does not result in double counting of liabilities.
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CALPERS ACTUARIAL VALUATION - June 30, 2016
MISCELLANEOUS PLAN OF THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
PARTICIPANT DATA

APPENDIX D

Development of PEPRA Members Contribution Rates

The table below shows the determination of the Member contribution rates based on 50 percent of the Total Normali
Cost for each respective plan on June 30, 2016.

Assembly Bill (AB) 340 created PEPRA that implemented new benefit formulas and a final compensation period as
well as new contribution requirements for new employees. In accordance with Section Code 7522.30(b), “new
members ... shall have an initial contribution rate of at least 50 percent of the normal cost rate.” The normal cost for
the plan is dependent on the benefit levels, actuarial assumptions and demographics of the pfan particularly the entry
age into the plan. Should the total normal cost of the plan change by one percent or more from the base total normal
cost established for the plan, the new member rate shall be 50 percent of the new normal cost rounded to the
nearest quarter percent.

Basis for Current Rate Rates Effective July 1, 2018
Total Total
?:;ﬁt‘i,fliaez Plan Normal M;l:tlzer Normal Change ﬁg::gz M;mtber
Cost Cost ate
26046 Miscellaneous PEPRA 11.817% 6.000% 12.087% 0.270% No 6.000%

For a description of the methods used to determine the Total Normal Cost for this purpose, please see the “PEPRA
Normal Cost Rate Methodology” section in Appendix A.
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Giossary of Actuarial Terms

Accrued Liability (a/so called Actuarial Accrued Liability or Entry Age Normal Accrued Liability)
The total dollars needed as of the valuation date to fund all benefits earned in the past for current members.

Actuarial Assumptions
Assumptions made about certain events that will affect pension costs. Assumptions generally can be broken
down into two categories: demographic and economic. Demographic assumptions include such things as
mortality, disability and retirement rates. Economic assumptions include discount rate, salary growth and
inflation.

Actuarial Methods
Procedures employed by actuaries to achieve certain funding goals of a pension plan. Actuarial methods include
funding method, setting the length of time to fund the Accrued Liability and determining the Value of Assets.

Actuarial Valuation
The determination, as of a valuation date of the Normal Cost, Accrued liability, and related actuarial present
values for a pension plan. These valuations are performed annually or when an employer is contemplating a
change to their plan provisions.

Amortization Bases
Separate payment schedules for different portions of the Unfunded Liability. The total Unfunded Liability of a
Risk Pool or non-pooled plan can be segregated by “cause,” creating “bases” and each such base will be
separately amortized and paid for over a specific period of time. However, all bases are amortized using
investment and payroll assumptions from the current valuation. This can be likened to a home having a first
mortgage of 24 years remaining payments and a second mortgage that has 10 years remaining payments. Each
base or each mortgage note has its own terms (payment period, principal, etc.)

Generally, in an actuarial valuation, the separate bases consist of changes in unfunded liability due to contract
amendments, actuarial assumption changes, actuarial methodology changes, and/or gains and losses. Payment
periods are determined by Board policy and vary based on the cause of the change.

Amortization Period
The number of years required to pay off an Amortization Base.

Classic Member (under PEPRA)
A classic member is a member who joined CalPERS prior to January, 1, 2013 and who is not defined as a new
member under PEPRA. (See definition of new member befow)

Discount Rate Assumption
The actuarial assumption that was called “investment return” in earlier CalPERS reports or “actuarial interest
rate” in Section 20014 of the California Public Employees’ Retirement Law (PERL).

Entry Age
The earliest age at which a plan member begins to accrue benefits under a defined benefit pension plan. In
most cases, this is the age of the member on their date of hire.

Entry Age Normal Cost Method
An actuarial cost method designed to fund a member's total plan benefit over the course of his or her career.
This method is designed to yield a rate expressed as a level percentage of payroll.
(The assumed retirement age less the entry age is the amount of time required to fund a member’s total benefit,
Generally, the older a member on the date of hire, the greater the entry age normal cost. This is mainly because
there is less time to earn investment income to fund the future benefits.)
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Fresh Start
A Fresh Start is when multiple amortization bases are collapsed to one base and amortized together over a new
funding period.

Funded Status
A measure of how well funded, or how "on track” a plan or risk pool is with respect to assets versus accrued
liabilities. A ratio greater than 100 percent means the plan or risk pool has more assets than liabilities and a ratio
less than 100 percent means liabilities are greater than assets.

GASB 68
Statement No. 68 of the Governmental Accounting Standards Board. The accounting standard governing a state
or local governmental employer's accounting and financial reporting for pensions. GASB 68 replaces GASB 27
effective the first fiscal year beginning after June 15, 2014.

New Member (under PEPRA)
A new member includes an individual who becomes a member of a public retirement system for the first time on
or after January 1, 2013, and who was not a member of ancther public retirement system prior to that date, and
who is not subject to reciprocity with another public retirement system.

Normal Cost
The annual cost of service accrual for the upcoming fiscal year for active employees. The normal cost should be
viewed as the long term contribution rate.

Pension Actuary
A business professional that is authorized by the Society of Actuaries, and the American Academy of Actuaries to
perform the calculations necessary to properly fund a pension plan.

PEPRA
The California Public Employees’ Pension Reform Act of 2013

Prepayment Contribution
A payment made by the employer to reduce or eliminate the year’s required employer contribution.

Present Value of Benefits (PVB)
The total dollars needed as of the valuation date to fund all benefits earned in the past or expected to be earned
in the future for current members.

Unfunded Accrued Liability (UAL)
When a plan or pool's Value of Assets is less than its Accrued Liability, the difference is the plan or pool's
Unfunded Accrued Liability (or unfunded liability). If the unfunded liability is positive, the plan or pool will have
to pay contributions exceeding the Normal Cost.
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The California Public Employees’ Retirement System (CalPERS) is the
nation’s largest defined benefit public pension fund, providing retirement
benefit services to more than 1.8 million members. As of June 30, 2016,
CalPERS provided ongoing monthly retirement benefit payments (benefit
payments) to 650,943 retirees, beneficiaries, and survivors (benefit
recipients). Roughly 85 percent of these benefit recipients resided in
California. Defined benefit plans, such as CalPERS, not only provide
benefits, but also contribute substantially to the local economy. This
study focuses on CalPERS benefit recipients residing in California and
estimates the economic impacts of CalPERS benefit payments.

Over the past two fiscal years, CalPERS faced unstable financial

markets, a maturing workforce, rising retiree population, and longer life
expectancies. As of June 30, 2016, CalPERS' investment portfolio totaled
$2951 billion, a decrease of 2.3 percent from the previous year.! Despite
these challenges, CalPERS continues to stimulate the California economy
by providing benefit payments to more than 562,000 benefit recipients
in California and investing $27.3 billion throughout the state (as of June
30, 2016). This money provides several ancillary benefits throughout the
state’s economy.

impacts in California, 2016




CalPERS recently conducted economic impact analyses to estimate the

economic impact of CalPERS benefit payments on income, employment, and

investments in fiscal year (FY) 2015-16.7 This document summarizes findings

from the analyses.

Economic Structure of California

According to the International Monetary Fund (IMF), California's economy was

equivalent to the sixth largest in the world in 2015. When comparing the growth

rate across nations, California’s economy grew at a rate of 4.5 percent from 2015

to 2016, which was greater than China (the 2nd largest economy).>

Top 10 National and State Gross Domestic Product (GDP)

Levels and Growth Rates, 2015

GDP in billions®

us** 15,523 3.2%
;hina noos 3.6%
Japan 4123 "7.0%"
Germany s 3%
LJnited Kingdom 2,849 —3.1%m
California*** 2,458 4.5%
France 2,422 1.8%
India 2,091 95%
Italy 1,816 1.8%
Brazil -13.4%

“GDP in current dollars

“*U.S. GDP excludes California

*** California GDP data from the U.S. Bureau of Economic Analysis (BEA), May 2017,

Source: Report for Selected Country Groups and Subjects. World Economic Outlook. IMF April 2016.



As reported by the U.S. Bureau of Labor Statistics (BLS), in 2015, California‘s
economy generated more than $2.4 trillion in economic activity and supported
more than 22.6 million jobs. California’s labor force increased by 3.1 percent
during the 2015 calendar year, averaging an unemployment rate of 6.2 percent

'

which s 2.7 percentage points lower than it was in 2013.9

Snapshot of California’s Economy in 2015

Economic Structure of California

Gross Domestic Product (GDP) .. . . . . .. .. $2,458,092,270,147

GDPperCapita . . . .. ... ... .. ... $62,795
Population . . . ... ... .. 39,144,820
Employment . . . ... ... 22,625.287
Average Worker Compensation . . . ... ... .. .. .. $58172

Source: IMPLAN Group, LLC, IMPLAN System

Despite this growth, the state continues to experience regional differences in
economic recovery. Employment growth across California counties varies by
the labor force size. The BLS found that of California’s 58 counties, 27 had a
labor force exceeding 750,000 workers as of December 2015, Overall, these 27
counties accounted for 93.1 percent of total employment within the state. Excep

t

for Kern County (-0.8 percent), employment in each of these counties increased.

Riverside and San Francisco counties experienced the largest employment
growth of 4.6 percent and 4.9 percent, respectively.®

When considering unemployment, two out of the 27 largest labor force
counties had double-digit unemployment rates. Tulare County had the highest
unemployment rate among the selected counties (11.7 percent) and ranked
third among all 58 counties in California. Imperial County had the highest
unemployment rate (24.0 percent) across all counties ¢

CalPERS Economic impacts in Calffornia, 2016
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Employment Growth Rate

California's 27 Largest Labor Force Counties, 2015

W Employment Growth Rate === Unemployment Rate

a1ey juswAojdwaun

Source: County Employment and Wages in California - Fourth Quarter 2015;
Western Information Office. U.S. Bureau of Labor Statistics.

Statewide Impact of CalPERS Benefit Payments

CalPERS benefit recipients provide a steady infusion of economic activity in
California. Direct benefit payments represent an injection of income into the
local economy, stimulating the economy through consumption, generating
additional tax revenue, and supporting local jobs. In addition, CalPERS benefit
payments provide a reliable income stream that plays a vital role in stabilizing the
local economy during economic downturns.

The economy and benefit payments change at different rates, thus the
relationship is dynamic and the economic impact of benefit payments depends
on the relative rates of change. This study uses a static mput-output model to
estimate the economic impacts of CalPERS benefit payments. Input-output
models provide a “snapshot in time” of how the economy is structured. They

do not provide information on why the structure changed and what effect any
change may have had on the aggregate economy As a result, the estimated
impacts represent fixed economic conditions and assumptions. Consequently,
year-to-year comparisons of CalPERS economic impact studies are inappropriate
because assumptions change and the economy is not static.



$370 million

Property taxes generated
from CalPERS benefit
payments

$481 million

Sales tax revenue from
CalPERS benefit payments

In FY 2015-16, CalPERS paid $17.4 billion in benefits to 562,239 California
benefit recipients; $20 .3 billion was paid to all benefit recipients. IMPLAN
estimates the $17.4 billion benefits paid supported nearly 125,000 jobs
throughout California and generated more than $20 billion of economic activity
across the state.

CalPERS Benefit Recipient Population and Benefit Payments

Benefit Recipient Summary California Al
Number of benefit recipients 562,239 650,943
Average annual allowance $30,990 $31,219

Annual retirement benefit payments $17.4 billion $20.3 billion

Source: my{CalPERS retirement benefit data, includes PERS, LRS, JRS, and JRS If (FY 2015-16)

Estimated Impacts of CalPERS Benefit Payments in California

Economic impact®. . . ... $20,982,500,882
Salestax generated . . . . ... ... ... ... .. $480,914,681
Property tax generated . .. ... . .. . ... ... ... $369,741,356
Employment supported . . . ... ... 128,969

Source: Derived by IMPLAN using my|CalPERS retirement benefit data (FY 2015-16)

Tax Revenue

CalPERS benefit recipients generate sales tax revenue when they consume goods
and services. CalPERS benefit recipients also provide a steady stream of property
tax revenue, which is vital to California’s local communities. In FY 2015-16,
IMPLAN estimates that CalPERS benefit recipients generated nearly $481 million
in sales tax revenue and $370 million in property tax revenue.

CaiPERS Economic im



S1.7 billion

Real estate revenue
generated from CalPERS
benefit payments

Revenues by Industry

CalPERS benefit recipients generate business revenue in many industry sectors.

In FY 2015-16, benefit payments generated the greatest economic impact in terms
of revenues in the imputed rental activity for the owner-occupied dwellings sector.
This sector captures the average rental income homeowners would receive if they
rented their dwelling. Additionaily, CalPERS benefit payments generated revenue

totals of more than:;

+ $1.7 billion in the real estate market

+ $1.3billion for hospitals and physician offices

Top Ten Industry Sectors With Estimated
Revenue Generated by CalPERS Benefit Payments

Top 10 Industry Sectors Revenues
Owner-occupied dwellings $1,800,507932

Real estate $1,717160,880 [
Wholesae tad $1,055,631,822 _
Hospitals $723971,679 -
;)Cttl'il\i;izzanoa! investment $557 309648 -
Offices of physicians $552,226,607 A
Limited-service restaurants $501,347966
Religious organizations $473,819,884 “
(,;/é%rc])i?orryyaclitehd?tr iit rﬁ;r?\?eddiation $467,076,775 n
s econmunion  gusogos B

Source: Derived by IMPLAN using my|CalPERS retirement benefit data (FY 2015-16)
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Jobs Supported by Industry

CalPERS benefit payments supported an estimated 128,969 jobs spanning many

industries throughout the state. In FY 2015-16, the single job sector most affected
by benefit payments was real estate. However, when combining similarly defined
industry sectors, CalPERS benefit payments supported:

*+ 11,696 restaurant related sector jobs (9.1 percent of total jobs supported)
* 7952 hospitals and physician offices jobs (6.2 percent of total jobs supported)
* 7446 retail related industry jobs (5.8 percent of total jobs supported)

Top Ten industry Sectors with the Estimated Number of Jobs Supported
by CalPERS Benefit Payments

Realestate . . .. . . ... ... ... ... ... 7,388
Full-service restaurants . ... ... ... .. .. ... 6,121
Limited-service restaurants . . .. ... ... ... ... 5575
Individual and family services. . . . ... . ... . . ... . 4,260
Hospitals . . . ... ... .. 4,046
Wholesaletrade. .. .. . ... 3,984
Officesof physicians . . . .. . ... ... .. ... ... . ... 3,906
]28}969 Retail - General merchandise stores . . . . . . ... .. . 3,801
Jobs supported by CalPERS Retail - Food and beverage stores . . . . . . .. ... ... 3,645
benefit payments Other financial investment activities. . .. ... ... ... .. .. 3,070

Source: Derived by IMPLAN using CalPERS retirement benefit data (FY 2015-16)
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$2.2 billion

Economic impact in Los
Angeles County from CalPERS
benefit payments

Regional Impacts

CalPERS benefit payments provide an infusion of economic stimulus throughout

California; however, the overall impact of the benefit payments is not

geographically uniform. Counties with larger Gross Regional Products (GRP)

and concentrations of CalPERS benefit recipients tend to generate larger dollar

economic impacts, while counties with smaller GRPs generate smaller dollar

economic impacts.

Los Angeles County had the largest economy at $663.23 billion GRP. the largest

percentage of CalPERS benefit recipients, and the largest economic impact from

CalPERS benefit payments at $2.2 billion. Sacramento County experienced the

second largest economic impact from CalPERS benefit payments at $1.97 billion.

Though these larger regions may experience greater total economic impact from

CalPERS benefit payments, the relative economic impact may be less than those

in smaller economies.

Total Economic Impacts of CalPERS Benefit Payments by Region

Percent of

CaIPERS Benefit  Gross Regional Economic
Recipient Product Impacts
Region County Population (in biltionsy  (in billions)
Los Angeles 13.7 $663.23 $2.20
Orange 6.0 $23717 $1.29

Southern

California )

Riverside 6.6 $73.13 $1.14
San Bernardino 55 $76.65 $0.85
Central Valley  Sacramento 10.0 $7952 $197
Santa Clara 39 $243.89 $0.59
San Francisco 0.8 $143.12 $0.12

Bay Area
San Mateo 14 $93.68 $0.21
Marin 0.6 $2096 $0.11
Eastern Sierra Calaveras 0.4 $1.02 $0.05
Northern Shasta 1.3 $6.15 $0.24

Source: Derived by IMPLAN using my|CalPERS retirement benefit data (FY 2015-16)
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Economic impact of CalPERS
benefit payments is greater in
smaller economies

On a per capita basis, counties with large GRPs tend to mitigate the economic
impact of CalPERS benefit payments because the payments represent a smaller
share of the county’s overall economy. Understanding the relative nature of these
estimated economic impacts is important because it illustrates which regions
will have an actual boost in their economy.

Though Los Angeles and Sacramento counties have large GRPs, and the

largest benefit recipient population and benefit payments, the relative impact

of CalPERS benefit payments are more moderate when compared to smaller
economies. For example, Calaveras County’s GRP represents 0.4 percent of
California's economy (ranked 49th out of all 58 counties). However, the average
benefit payments make up a larger share of Calaveras County'’s economy,
making the relative economic impact significantly greater than Los Angeles
County. Moreover, the weighted economic impact per CalPERS benefit recipient
to GRP per capita suggests that the economic impact of each additional benefit
dollar increased GRP per capita by $1.02 in Calaveras County, compared to
$0.44 in Los Angeles.

Relative Economic Impact of CalPERS Benefit Payments by County

Percent of
CalPERS Economic impacts
Benefit Economic  Gross Regional per Benefit
Recipient Impacts Product per  Recipient relative
County Population  {inbillions) Capita  to GRP per Capita
Calaveras 0.4 $0.05 $22,834 $1.02
Riverside 6.6 $114 $30,972 $0.99
Shasta 13 $0.24 $34,259 $093
San Bernardino 55 $0.85 $36,018 £0.76
Sacramento 10.0 $197 $52,966 $0.66
Orange 6.0 $1.29 $74,823 $0.52
Los Angeles 13.7 $2.20 $65,213 $0.44
Marin 0.6 $0.11 $80,234 $0.39
Santa Clara 39 $0.59 $127155 $0.21
San Mateo 1.4 $0.21 $122,441 $0.21

San Francisco 0.8 $0.12 $165,48 $0.17

Source: Derived by IMPLAN using my|CalPERS retirement benefit data (FY 2015-16)
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CalPERS benefit recipients generate important economic impacts throughout
the state. These benefits are particularly important in regions with less robust
economies, such as Calaveras, Riverside, and Shasta counties. Recipients
stimulate the economy in these regions by consuming goods and services
which otherwise may not have been consumed.

Weighted Economic Impacts of CalPERS Benefit Payments by County

Economic Impact

N =N
e —amE

LESS GREATER

Calaveras
Riverside
Shasta

Counties with highest
economic stimulus from
CalPERS benefits

Source: Derived by IMPLAN using my|CalPERS retirement benefit data (FY 2015-16)
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$21.3 billion

CalPERS investments
in California

Overview of CalPERS Investments in California

CalPERS invests in California because of its vibrant and diverse economy.
As of June 30, 2016, the CalPERS investment portfolio totaled $295 1 billion.
Investments in California accounted for approximately

9.3 percent, or $27.3 billion, of CalPERS' portfolio.®

CalPERS' investment objective is to achieve an appropriate risk-adjusted return
on investment. Investments in California, however, create additional ancillary
benefits. These benefits include investments, jobs supported, and socially
beneficial impacts.

CalPERS California Investments by Asset Class

Dollars Invested in CA Percent of Dollars
Asset Class™ (in billions) invested in CA*
Global Equities” $13.3 87%
Global Fixed Income $3.3 5.5%
Private Equity $2.3 9.0%
Real Estate $8.0 W _;;.O%

Infrastructure $0.35 13.3%

As of June 30, 2016

“The “Percent of Dollars in CA” represents the total dollars invested
in CA relative to the total portfolio value of each asset class.

Jobs Supported by CalPERS Investments

Local job support is an important ancillary benefit of CalPERS California investments.
CalPERS invests in California companies, which provide the indirect benefit of
supporting California workers who stimulate the economy. These workers create
economic activity in their local communities by purchasing goods and services.

However, the role that CalPERS' capital plays in sustaining the activities of

a public company differs substantially from a private company or project.
Specifically, CalPERS is one of thousands of capital providers to public
companies, with an indirect connection to the activities of these businesses.

As such, total jobs figures for CalPERS' public markets and private markets
are presented separately on the following pages, recognizing the different
relationship between the capital CalPERS provides and employment outcomes.

CalPERS Economic impacts in Calitornia, 2016 i3



Public Markets

F B
> i m I I l i O n CalPERS invests in 589 California-headquartered public companies, which

California jobs supported employ more than one million Californians. Twenty-two percent of these

by CalPERS public companies’ facilities are located in California, which is higher than companies
invastment with headquarters outside of California (only four percent of their facilities are
located in the state). Many of these public companies, such as Google, Apple,

- and Disney, are iconic to California.

Percentage of Global Equity Investment by Company Size

>500 employees 59%

0
A] 101-500 employees 25%

i b ety
lrremstmant by
LEINGET Y 5k

1-100 employees }6%

CalPERS global fixed income investments include $762 million invested directly
in 21 California-headquartered companies without the assistance of external
third-party investment managers. These companies are larger in comparison to
companies in other asset classes, with a median size of approximately 23,000
employees. Combined, these companies employ an estimated 268,000 workers
and operate 2,400 local facilities in California.”?

Percentage of Global Fixed Income Investment by Company Size

101-500 employees 5%

%

of okl fioed
Income iryvest |
by coenpang =ize

>500 employees 95%
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$2.3 billion

Invested in 711 private
companies in California

113,000

California jobs supported
by CalPERS private
market investments

Private Markets

CalPERS private market investments include private equity, real estate, and
infrastructure and can be more directly attributed to job creation and other
ancillary benefits than investments in public markets. This is typically the case
because CalPERS is a larger investor among a more targeted group of private
market investors. CalPERS invests in 711 private companies in California that
employ an estimated 113,000 workers. Approximately 29 percent of CalPERS
total real estate investments are in California. The diverse real estate assets
provide additional benefits to the local economy, including:

* Creation of construction jobs
+ Construction-related economic activity
* New retail, industrial, and commercial opportunities

* Infusion of real assets into a community

CalPERS real estate investments support an estimated 145,000 jobs in
California. Additionally, CalPERS real estate projects in the development and
construction phase supported 14,000 jobs in California. The construction
phase of CalPERS real estate projects not only provides direct benefits to the
construction industry, they also provide indirect benefits to other workers
throughout the state. As a result of the economic multiplier effect, construction
workers create economic activity and support additional jobs when they
consume goods and services where projects are located.

In addition to providing the ancillary benefit of job creation, CalPERS
investments generate social benefits by providing capital to areas that have
limited access to institutional private equity assets, such as geographic regions
surrounding Silicon Valley. Private equity investment in California is highly
concentrated, as approximately 95 percent of all private equity investment is

in six percent of California’s ZIP codes. Furthermore, CalPERS private equity
investments are located in high minority, high unemployment, low-to-moderate
income (LMD, and rural areas.™

CaiPERS Economic impacts in California, 2076 15



99%

Private equity investments
in high minority areas

Percentage of Investments and Dollars in These Areas

Area Percent of Investments Percent of Dollars
Limited Capital Access 14% 25%
High Minority 59% 60%
High Unemployment 3% 2%
LMI 29% 23%
Rurat 4% k

8%

Note: Many of the areas overlap, therefore, the percentages for each column exceeds 100 percent.

Infrastructure investment supports an estimated 4,400 jobs statewide.

CalPERS invests $345.7 million in infrastructure throughout California. More

than 26 percent of this investment goes towards projects that provide water

supplies to drought-prone areas. Infrastructure investments may serve as

a catalyst for further job creation by having the potential to improve the

transportation, energy, power and water sectors.

CalPERS Economic Impacis in Cal
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22,935

lobs supported by CalPERS
California Initiative

CalPERS California Initiative

In 2001, CalPERS established the California initiative to invest private equity in
traditionally underserved markets, primarily in California. Since its inception,
the California Initiative has invested over $1 billion, with $296 million currently
invested in 113 active companies and supporting 22,935 jobs in 2016. The
objective of the initiative is to generate financial returns that meet or exceed
industry benchmarks. The initiative provides an ancillary benefit of providing
capital to traditionally underserved markets.

Number of Jobs Supported and Created Since
the California Initiative's Inception

Percent within

Ancillary Benefits Overall Within California California
Total Jobs Supported 176,559 40,947 23%
Total Jobs Created Since
36,365 14,175 39%
Investment ®
Percentage of Job Growth
26% 53% N/A

Since Investment

Source: CalPERS for California 2016

Summary

CalPERS is the nation's largest defined benefit public pension fund, providing
retirement benefits to more than 1.8 million members and ongoing monthly benefit
payments to 650,943 retirees, beneficiaries, and survivors. CalPERS' benefit
payments and investments in California are essential to the state’s economy.

CalPERS’ benefit payments generate economic activity that supports jobs and
increases business and tax revenue. The stable and steady economic impacts
are significant throughout the state but especially important in areas where the
economy is less robust.

CalPERS' investments provide capital to many businesses headquartered in
California. Additionally, CalPERS investments provide social and other ancillary
benefits that are vital to the state.

CalPERS Economic impacts in California, 2016 17
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CalPERS for California 2016. p. 3.
California Public Employees’ Retirement
System. June 2016. Assets reported

in the CalPERS Comprehensive

Annual Financial Report (CAFR),

fiscal year ended June 30, 2016 stood
at $302 billion. p.97.

See Data and Methodology section

“Report for Setected Country Groups
and Subjects”. World Economic Qutlook.
International Monetary Fund. n.p.

April 2016. Web. 3 March 2017.

State Employment and Unemployment
Summary. U.S. Bureau of Labor Statistics.
U.S. Bureau of Labor Statistics. March
2017. Web. 30 March 2017.

County Employment and Wages in California
- Fourth Quarter 2015; Western Information
Office. U.S. Bureau of Labor Statistics. 27
July 2016. Web. 10 Mar, 2017

Ibid.

These totals represent benefit
payments of the Public Employees’
Retirement System (PERS), the Judges’
Retirement System (JRS), JRS II, and the
Legislators’ Retirement System (LRS).
This figure does not include return

of member contributions or refunds
CalPERS 2015-16 CAFR. pp.137-142.
California Public Employees’ Retirement
System. June 2016.

The economic impacts represent the
economic activity stimulated by the initial
activity change (i.e., direct impact of
CalPERS benefit payments). The money
injected into the economy recirculates
through the economy via household
spending, stimulating economic growth.
This study focuses on the induced
economic impacts, not the total. The
induced impacts represent the additional
revenue generated from the direct impact
(i.e., additional labor income, additional
income generated through the purchase
of goods and services, etc.).

CalPERS for California 2016. CalPERS.
Sacramento, CA. June 2016. Print.
1 June 2017.

Definitions of the asset classes
are listed below:

Asset Class Definition

Public Equities Investments in public
companies domestically
and internationally, for
example through the New
York Stock Exchange.

Private Equity  Investments in private
companies that are not
publically traded.

Investments in
commercial, residential
and industrial property.

Real Estate

Fixed Income  Investments in loans
provided to governments,
companies, and other
borrowers.

Infrastructure Investments in real
assets including bridges,
toll roads, utilities, and
airports.

Public companies use all sources of
capital to create and sustain jobs, not
just CalPERS investment.

The global fixed income employment
figure of 268,000 workers is based
on publicly available data for this
asset class, which was available for
21 companies that received direct
corporate bond investment from
CalPERS. These 21 companies are
also present in CalPERS public equity
portfolio. Job estimates cannot be
combined, as this would constitute
double counting.

According to data from Thomson
Reuters analyzing all private equity
transactions between 2002 and 2011,
nearly 95 percent of all private equity
in California has been committed to
6 percent of California ZIP codes.

Definitions to the areas where private
market investment may be especially
socially beneficial are listed below:

High Unemployment:
The State of California Employment

nomic

Training Panel (ETP) defines high
unemployment areas as being 25 percent
higher than the state average, if the
state’s average unemployment rate is less
than 10 percent.

As of March 13, 2017, California average
unemployment rate was 5.1 percent;
therefore any ZIP code with an
unemployment rate above 6.4 percent is
considered a High Unemployment Area,
see ETP High Unemployment Areas
available at https://www.etp.ca.gov/
Program-Info/High-Unemployment-
Areas.aspx for more information.

Rurakh

Rural areas are ZIP codes in which the
percent of the rural population is more
than the median percent of the rural
population in all California ZIP codes
(above 3.67 percent). See “Advancing
Rural America,” U.S. Small Business
Administration (SBA) Office of Advocacy,
available at www.sba.gov/advo/
research/rural_sb.html.

According to the SBA, rural business
access to capital has historically been
limited. Future access to capital may be
constrained further as bank mergers
replace community banks with larger
entities that are less interested in
non-credit card small-sized loans.

High Minority:

High Minority Areas are ZIP codes

in which the percent of the minority
population is more than the median
percent of the minority population
inall California ZIP codes (above

24 percent). See "MBDA Study Finds
Capital Access Remains Major Barrier
to Success for Minority-Owned Firms”
for more information on access to
capital in minority communities. U.S.
Department of Commerce Minority
Business Development Agency, January
29, 2010, available at http://www.
mbda.gov/pressroom/press-releases/
mbda-study-finds-capital

LM

Low-to Moderate-Income (LMI) Areas
are predominantly (50 percent or more)
composed of LM residents (46 percent
of US. ZIP codes fall into this category). A
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Endnotes (continued)

census tract is determined to be LMI when:

* Median income of the tract is at or less
than 80 percent of the metropolitan
statistical area median or less
than 80 percent of the statewide,
non-metropolitan area median income.

At least 20 percent of the population
lives in poverty.

The unemployment rate is at least

1.5 times the national average (based
on US Census Bureau and 2006-2010
American Community Survey data,
consistent with research on

the California Initiative. 1.5 times

the 2006-10 national average of

6.8 percent is 10.2 percent).

Limited Capitaf Access:

According to data from Thomson Reuters
analyzing all private equity transactions
between 2002 and 2071, nearly 95 percent
of all private equity in California has been
committed to 6 percent of California ZIP
codes. ZIP codes not included in this 6
percent are considered Limited Capital
Access Areas.

 "Total Jobs Created since Investment”
represents net jobs created for the
entire California Initiative portfolio and
aggregates job losses and gains at both
active and exited portfolio companies.

Data and Methodology

I. Data

The data used for this study comes from
two sources, my|CalPERS retirement data
and IMPLAN. The retirement data includes
monthly gross allowances for benefit
reciptents who resided in California in FY
2015-16 (July 1, 2015 through June 30,
2016). The population examined in this
study includes California benefit recipients
from four retirement systems that CalPERS
administers: Public Employees’ Retirement
System (PERS), Legislators' Retirement
System (LRS), Judges’ Retirement System
(JRS), and JRS II. The economic impacts for
the overall state, counties, and legislative
districts were also analyzed. This report only
summarizes statewide and a few regional
impacts. Results for California‘s counties and
legisiative districts can be viewed here:
https:/www.calpers.ca.gov/page/
about/organization/facts-at-a-glance/
economic-impacts-ca.

1. Methodology

This study measures the economic impacts
of CalPERS benefit payments using IMPLAN,
an input-out modeling software that
measures the regional or local effects given
a change in economic activity. IMPLAN is
widely used by governments, universities,
and public and private sector organizations
to assess the economic impact of projects
in many industry sectors. IMPLAN compiles
data from several federal data sources in
order to assess the impact of an infusion of
income spread throughout a local economy.
IMPLAN uses a Social Accounting Matrix
(SAM) to capture all industry transactions
in a local economy. The SAM describes a
local economy in terms of the flow of dollars
within a region while also accounting for
non-industry related transactions including

tax payments by businesses and households.

CalPERS Econemic im

b e
pacts in Calit:

This study utilizes IMPLAN's updated
Regional Purchasing Coefficients, known as
the Trade Flows model, and the household
income activity to calculate the economic
impacts of CalPERS benefit payments.
According to IMPLAN, the Regional
Purchasing Coefficients (RPCs) represents
the proportion of each dollar (local demand)
for a given commodity that is purchased
locally. Higher RPCs indicate less leakage
and larger input-output multipliers. Prior

to development of the Trade Flows model,
IMPLAN Group used a set of econometric
equations to estimate RPCs for each
shippable commodity. According to
IMPLAN, the econometric RPC methodology
and assumptions have not been updated
since its initial inception. The Trade Flows
model is a superior method for calculating
regional economic impacts because Trade
Flows account for the proximity and size of
alternative markets. In general, Trade Flows
will have larger multipliers due to improved
regional modeling and because leakage
across geographical area is better captured.

Additionally, to estimate the economic
impacts at the county-level, staff
conducted a Multi-Regional Input-Output
(MRIO) analysis. MRIO models account

for multi-regional differences across
counties, leakage caused by inter-county
commerce, and spending patterns across
all households rather than fixed expenditure
patterns. Due to data limitations, MRIO
models only apply to county-level analyses.
MRIO analyses for geographical areas
smaller than county regions (i.e., ZIP codes)
produce less reliable results.
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U.S. Census Bureau QuickFacts: California

c Uniled States”

Bt

QuickFacts
California

QuickFacts provides statistics for all states and counties, and for cities and towns with a population of 5,000 or more.

Page 1 of 3

Table
{ALL TOPICS California
Poputation estimates, July 1, 2017, (v2017) 39,536,653
2 reopLe
Popuiation
Population estimates, July 1, 2017, {V2017) 39,536,653
Population estimates, July 1, 2016, (V2016) 39,250,017
Population estimates base, April 1, 2010, (V2017) 37,254,518
Population estimates base, April 1, 2010, (V2016) 37,254,522
Population, percent change - April 1, 2010 (estimates base) to July 1, 2017, (V2017) 6.1%
Popuiation, percent change - April 1, 2010 (estimates base) to July 1, 2016, (V2016) 5.4%
Populalion, Census, April 1, 2010 37,253,956
Age and Sex
Persons under 5 years, percent A& 6.3%
Persons under 18 years, percent & 23.2%
Persons 65 years and over, percent & 136%
Female persons, percent & 50.3%
Race and Hispanic Origin
White alone, percent (a) & 727%
Black or African American alone, percent (a) & 65%
American Indian and Alaska Native alone, percent (a) & 1.7%
Asian alone, percent (a) & 14.8%
Native Hawaiian and Other Pacific Islander alone, percent (a) & 0.5%
Two or More Races, percent A& 38%
Hispanic or Latino, percent (b} & 389%
White alone, not Hispanic or Latino, percent & 377%
Population Characteristics
Veterans, 2012-2016 1,720,635
Foreign born persons, percent, 2012-2016 27.0%
Housing
Housing units, July 1, 2016, (V2016) 14,060.525
Owner-occupied housing unit rate, 2012-2016 54.1%
Median value of owner-occupied housing units, 2012-2016 $409,300
Median setected monthly owner costs -with a mortgage, 2012-2016 $2,157
Median selected monthly owner costs -without a mortgage, 2012-2016 $517
Median gross rent, 2012-2016 $1,297
Building permits, 2016 102,350
Families & Living Arrangements
Households, 2012-2016 12,807,387
Persons per household, 2012-2016 295
Living in same house 1 year ago, percent of persons age 1year+, 2012-2016 85.7%
Language other than English spoken at home, percent of persons age 5 years+, 2012-2016 44.0%
Education
High school graduate or higher, percent of persons age 25 years+, 2012-2016 82.1%
Bachelor's degree or higher, percent of persons age 25 years+, 2012-2016 32.0%
Health
With a disability, under age 65 years, percent, 2012-2016 6.8%
Persons without health insurance, under age 65 years, percent & 83%

https://www.census.gov/quickfacts/CA

Is this page helpful? X
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U.S. Census Bureau QuickFacts: California Page 2 of 3

Economy

In civilian labor force, total, percent of population age 16 years+, 2012-2016 63.0%
In civilian labor force, female, percent of population age 16 years+, 2012-2016 57.1%
Total accommodation and food services sales, 2012 ($1,000) (c) 90,830,372
Total heaith care and social assistance receipts/revenue, 2012 ($1,000) (c) 248,953,592
Total manufaclurers shipments, 2012 (§1,000) (c) 512,303,164
Total merchant wholesaler sales, 2012 ($1,000) (c) 666,652,186
Total retail sales, 2012 (81,000) (c) 481,800,461
Total retail sales per capita, 2012 (c) $12,665
Transportation

Mean travel time to work (minutes), workers age 16 years+, 2012-2016 284

Income & Poverty

Median household income (in 2016 doliars), 2012-2016 $63,783
Per capita income in past 12 months (in 2016 doliars), 2012-2016 $31,458
Persons in poverty, percent A 14.3%

leg BUSINESSES

Businesses

Total employer establishments, 2016 922,477
Total employment, 2016 14,600,349"
Total annual payroll, 2016 ($1,000) 886,643,923"
Total employment, percent change, 2015-2016 1.9%"
Total nonemplayer establishments, 2015 3,206,958
All firms, 2012 3.548,449
Men-owned firms, 2012 1,852,580
Women-owned firms, 2012 1,320,085
Minority-owned firms, 2012 1,619,857
Nonminority-owned firms, 2012 1,819,107
Veteran-owned firms, 2012 252377
Nonveteran-owned firms, 2012 3,176,341

@ GEOGRAPHY

Geography

Population per square mite, 2010 2391
Land area in square miles, 2010 155,779.22
FIPS Code 06

Yes (; No

https://www.census.gov/quickfacts/CA 4/20/2018



U.S. Census Bureau QuickFacts: California Page 3 of 3

Value Notes
1. Includes data not distributed by county.

& Estimates are not comparable to other geographic levels due to methodology differences that may exist between different data sources.

Some estimates presented here come from sampie data, and thus have sampling errors that may render some apparent differences between geographies statistically indistinguishable. Click the Qi
left of each row in TABLE view to learn about sampling error.

The vintage year (e.g., V2017) refers to the final year of the series (2010 thru 2017). Different vintage years of estimates are not comparable.

Fact Notes
{(a) Includes persons reporting only one race
(b) Hispanics may be of any race, so also are included in applicable race calegories
(¢}  Economic Census - Puerto Rico data are not comparable to U.S. Economic Census data

Value Flags
- Either no or too few sample observations were available to compule an estimate, or a ratio of medians cannot be calculaled because one or both of the median estimates falls in t
interval of an open ended distribution,
D Suppressed to avoid disclosure of confidential information
F Fewer than 25 firms
FN  Foolnote on this item in place of data
NA  Not available
S Suppressed; does not meet publication standards
X Not applicable
4 Value greater than zero but less than half unit of measure shown

QuickFacts data are derived from: Population Estimates, American Community Survey, Census of Population and Housing, Current Population Survey, Smail Area Health Insurance Estimates, Sm
Poverty Estimates, State and County Housing Unit Estimates, County Business Patterns, Nonemployer Statistics, Economic Census, Survey of Business Owners, Building Permits.

{ Is this page helpful? X
{‘“; Yes @ No

https://www.census.gov/quickfacts/CA 4/20/2018
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COMMONWEALTH OF KENTUCKY

FRANKLIN CIRCUIT COURT
DIVISION
CIVIL ACTION NO. 18-Cl-

COMMONWEALTH OF KENTUCKY
ex rel. ANDY BESHEAR, ATTORNEY GENERAL

and

KENTUCKY EDUCATION ASSOCIATION

and
KENTUCKY STATE LODGE FRATERNAL ORDER OF POLICE PLAINTIFFS
V. VERIFIED COMPLAINT FOR A DECLARATION OF RIGHTS.

A TEMPORARY INJUNCTION, AND A PERMANENT INJUNCTION

MATTHEW G. BEVIN, in his official capacity
as Governor of the Commonwealth of Kentucky

SERVE: Office of the Attorney General
700 Capitol Avenue, Suite 118
Frankfort, Kentucky 40601

and

BERTRAM ROBERT STIVERS, 11, in his official capacity
as President of the Kentucky Senate

SERVE: 702 Capitol Avenue
Annex Room 236
Frankfort, Kentucky 40601

David Byerman, Director
Legislative Research Commission
700 Capitol Avenue, Room 300
Frankfort, Kentucky 40601-3449

and

DAVID W. OSBORNE, in his official capacity as
Speaker Pro Tempore of the Kentucky House of Representatives

7663F3B6-C2EB-49E5-BD2A-E328C3C89838 : 000001 of 000049
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SERVE: 702 Capitol Avenue
Annex Room 332C
Frankfort, Kentucky 40601
David Byerman, Director
Legislative Research Commission
700 Capitol Avenue, Room 300
Frankfort, Kentucky 40601-3449

and

BOARD OF TRUSTEES OF THE TEACHERS’
RETIREMENT SYSTEM OF THE STATE OF KENTUCKY

SERVE: Office of the Attorney General
700 Capitol Avenue, Suite 118
Frankfort, Kentucky 40601

and

BOARD OF TRUSTEES OF THE KENTUCKY DEFENDANTS
RETIREMENT SYSTEMS

SERVE: Office of the Attorney General

700 Capitol Avenue, Suite 118
Frankfort, Kentucky 40601

Kkt Kddd kkAk KRk

Come now the Plaintiffs, Commonwealth of Kentucky, ex rel. Andy Beshear, Attorney
General, Kentucky Education Association (“KEA”), and the Kentucky State Lodge Fraternal
Order of Police (“Kentucky State FOP Lodge™), by and through counsel, and bring this action for
a declaration of rights, a temporary injunction, and a permanent injunction against the Defendants,
Matthew Griswold Bevin, in his official capacity as Governor of the Commonwealth of Kentucky
(“Governor Bevin”), Bertram Robert Stivers, II, in his official capacity as President of the
Kentucky Senate (“Senator Stivers”), David W. Osborne, in his official capacity as Speaker Pro

Tempore of the Kentucky House of Representatives (“Representative Osborme™), the Board of

7663F9B6-C2EB-49E5-BD2A-E328C3C89E3B : 000002 of 000049



Trustees of the Kentucky Teachers Retirement System (“KTRS™), and the Board of Trustees of
the Kentucky Retirement Systems (“KRS”).

INTRODUCTION

March 29, 2018 was the 57th day of the 2018 Kentucky Legislative Session. By this
time, a “pension reform” bill — Senate Bill 1 — had been introduced in the Senate, but had failed
to secure the necessary votes to pass that single chamber and lay dormant after being returned to
committee. Strong public opposition led the sponsor of SB 1 to declare the bill was “on life
support,” and the President of the Senate stated that there was “little hope” the bill would pass.

Then, just after 2:00 p.m. on March 29, the Kentucky House of Representatives called for
arecess, so that its Committee on State Government could meet. The unannounced meeting was
not held in the legislative hearing rooms, but instead in a small conference room. Claiming the
space was too small, the public — including the hundreds of teachers rallying outside — was
excluded. At that time, the Committee called Senate Bill 151 (“SB 1517), an 11-page bill
relating to sewer services.

The Committee immediately amended SB 151, stripping all language about sewers. The
bill suddenly became a massive 291-page overhaul of Kentucky’s public pension systems. The
Chair, Representative Jerry T. Miller, announced the Committee would vote on the bill during
the meeting, even though most committee members had not seen, much less read, the 291-page
“surprise” bill. Nor had any actuarial analysis been prepared, as required by KRS 6.350, which
is necessary to determine if the bill will work, i.e., would the bill save money or cost the
Commonwealth the additional $3 plus billion that has since been reported. The Committee

allowed no public testimony, excluding any say for the public employees whose pensions were
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being cut. And the Committee did not make a single copy of the bill available to the public
during the meeting to allow Kentucky citizens to know what their “public servants” were doing.

Just minutes after the bill passed the committee on a purely partisan vote, it was called on
the floor of the full House, where the new SB 151 received its first public reading. Once again,
state representatives were forced to vote on the bill without reading it, without public testimony,
and without an actuarial analysis. The vote also occurred in violation of Section 46 of the
Kentucky Constitution, which required the “new” bill — and not some prior sewer version — to
recetve three readings on three different days.

Only 49 of the 100 state representatives voted for the bill, with 46 voting against and 5
not voting. The Speaker Pro Tempore of the House signed the bill, instead of the Speaker
himself as required by Section 56 of the Kentucky Constitution. SB 151 then moved to the
Senate, which likewise rushed it through passage late into the night, avoiding the same hearings
and public participation that had defeated its own attempts at cutting pensions for public
employees. Governor Bevin signed the bill into law on April 10, 2018.

As passed, the new SB 151 substantially alters and ultimately reduces the retirement
benefits of the over 200,000 active members of the pension systems, including teachers, police
officers, and firefighters. In doing so, it breaks the “inviolable” contract that the Commonwealth
made with its public employees under KRS 21.480, KRS 61.692, KRS 78.852, and KRS
161.714. Under those laws, the legislature promised Kentucky’s public employees that, in
exchange for their decades of public service, they would be guaranteed certain retirement
benefits. By enacting SB 151, Governor Bevin and the General Assembly have substantially

impaired and broken that contract, in violation of the Kentucky Constitution and state statute.
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The process under which SB 151 was passed also violates numerous provisions of both
the Kentucky Constitution and state statute. These laws were designed to prevent the exact
trickery and exclusion of the public that the General Assembly exhibited on March 29. Each of
these violations — including violations of Sections 2, 46, and 56 of the Kentucky Constitution and
KRS 6.350 and 6.955 — invalidate SB 151.

Kentucky’s employees and the people they serve will suffer irreparable mnjury if SB 151
is allowed to take effect. Already, the Governor’s threats to strip retirement benefits from public
employees have led to record retirements of teachers, state troopers, and other public servants. If
SB 151 1s allowed to take effect, hundreds — and perhaps thousands — of additional public
employees will retire, leading to both an education and public safety crisis. Indeed, the mere
passage of SB 151 resulted in the closure of 27 school districts the very next day and the
following Monday because teachers have begun to take their sick days as a direct consequence of
SB 151’s elimination of their ability to use such days to calculate their retirement eligibility.

Plaintiffs therefore respectfully request that the Court enter an order declaring SB 151
unconstitutional and enjoining Governor Bevin, the Board of Trustees of KTRS, and the Board
of Trustees of KRS from enforcing it.

NATURE OF ACTION

1. This Verified Complaint for a Declaration of Rights, a Temporary Injunction, and
a Permanent Injunction is governed by the Kentucky Declaratory Judgment Act, KRS 418.010,
et seq., and Kentucky Rules of Civil Procedure (“CR”) 57 and 65.

2. KRS 418.040 provides this Court with authority to “make a binding declaration of

rights, whether or not consequential relief is or could be asked” when a confroversy exists. An
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actual and justiciable controversy regarding violations of the Kentucky Constitution and state
laws clearly exists in this action.

3. CR 65 permits this Court to issue a preliminary injunction and, in a final
Judgment, a permanent injunction, which may restrict or mandatorily direct the doing of an act.

4. The Attorney General requests an expedited review pursuant to KRS 418.050 and
CR 57. SB 151 unconstitutionally eliminates benefits promised to public employees, causing
them immediate harm. Moreover, hundreds of public employees have already announced their
intention to retire — a significant increase over the historical average — in response to the
introduction of pension “reform.” Absent immediate relief, SB 151 will force more teachers, law
enforcement officers, firefighters, and other crucial public employees to choose between
continued employment or the reduction or loss of benefits that were guaranteed to them by state
law and the Kentucky Constitution. For these reasons, this justiciable controversy presents an
immediate concemn that the Court should promptly resolve.

PARTIES

5. Plaintiff, Andy Beshear, is the duly elected Attorney General of the
Commonwealth of Kentucky, a constitutional office pursuant to Sections 91, 92, and 93 of the
Kentucky Constitution. Pursuant to KRS 15.020, Attorney General Beshear is the chief law
officer of the Commonwealth and all of its departments, commissions, agencies, and political
subdivisions. Attorney General Beshear is duly authorized by the Kentucky Constitution, statutes
and the common law, including his parens patriae authority, to enforce Kentucky law. As
Attorney General, he has the authority to bring actions for injunctive and other relief to enforce

the Kentucky Constitution and the Commonwealth’s statutes and regulations, including the
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authority to bring an action against the Governor and other state agencies for injunctive relief.
See Ky. CONST. § 91; KRS 15.020.

6. Plaintiff, KEA, is a not-for-profit corporation organized under the laws of
Kentucky. KEA is a voluntary membership association comprised of student, active and retired
teachers and active and retired education support professionals. KEA advocates for the
professional welfare of its members. All active and retired members of KEA participate in or are
annuitants of KTRS or CERS.

7. Plaintiff, Kentucky State FOP Lodge, is a fraternal organization composed of
current and retired law enforcement officers, as well as local and regional lodges throughout the
Commonwealth. It is dedicated to, among other things, bettering the conditions under which its
individual members serve, and generally promoting the rights and welfare of law enforcement
officers. Its members include both current and retired participants in the state and county
retirement systems.

8. Defendant, Matthew Griswold Bevin, is the duly elected Governor of the
Commonwealth of Kentucky, a constitutional office. The Governor is the Chief Magistrate of the
Commonwealth, pursuant to Section 69 of the Kentucky Constitution, and he is charged by
Section 81 of the Constitution with taking care that the laws of the Commonwealth be “faithfully
executed.” Moreover, Governor Bevin controls the Board of Trustees of KRS through his power
to appoint ten of its members, as well as the Secretary of the Personnel Cabinet. KRS
61.645(1)(a), (e). Governor Bevin also exercises influence over the Board of Trustees of KTRS

through his power to appoint two of its members and the chief state school officer. KRS
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161.250(1)(b)(3). Further, Governor Bevin has stated that he believes he has “absolute authority”
to reorganize any state board pursuant to KRS 12.028."

9. Defendant, Bertram Robert Stivers, IL, is the President of the Kentucky Senate, a
constitutional office. At all relevant times, Senator Stivers was the presiding officer of the
Kentucky Senate.

10.  Defendant, David W. Osborne, is the Speaker Pro Tempore of the Kentucky
House of Representatives.

11. Defendant, Board of Trustees of the Teachers’ Retirement System of the State of
Kentucky, is responsible for the general administration and management of KTRS. KRS
161.250(1)(a). KTRS is an independent agency and instrumentality of the Commonwealth with
the powers and privileges of a corporation and the purpose of providing retirement allowances
for teachers and their beneficiaries and survivors. KRS 161.230. The Board’s membership
consists of the chief state school officer and the State Treasurer as ex officio members, two
trustees appointed by the Governor, four elected teacher trustees, two elected lay trustees, and an
elected retired teacher trustee. KRS 161.250(1)(b).

12. Defendant, Board of Trustees of the Kentucky Retirement Systems, is responsible
for the general administration and management of the Kentucky Employees Retirement System
(“KERS”), the County Employees Retirement System (“CERS”), and the Kentucky State Police
Retirement System (“SPRS”). KRS 61.645. The Board of Trustees of KRS consists of
seventeen members: the Secretary of the Personnel Cabinet, three trustees elected by the

members of CERS, one trustee elected by members of SPRS, two trustees elected by members of

! Jack Brammer, Bevin Says He Has “Absolute Authority” to Disband Any State Board, Lexington
Herald-Leader, June 21, 2016 (available at http://www.kentucky.com/news/politics-
government/article85085272.html) (last visited Apr. 2, 2018).

8
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KERS, and ten trustees appointed by the Governor. KRS 61.645(1). The Board of Trustees of
KRS has the powers and privileges of a corporation, which it exercises to oversee KERS, CERS,
and SPRS.

JURISDICTION AND VENUE

13. An actual, justiciable controversy exists, and this Court has subject matter
jurisdiction over this action pﬁrsuant to KRS 418.040, KRS 23A.()10, CR 57, and CR 65.

14.  Venue is appropriate in this Court pursuant to KRS 452.405, because the primary
offices of the Attorney General and the Defendants are located in Frankfort, Franklin County,
Kentucky. Furthermore, this action generally relates to violations of Kentucky law, which were
either determined or accomplished in Frankfort, Franklin County, Kentucky. Additionally, this
action generally relates to violations of the Kentucky Constitution that occurred in Frankfort,
Franklin County, Kentucky.

15. Pursuant to KRS 418.040, et seq., this Court may properly exercise in personam
jurisdiction over the Defendants. Because Senator Stivers and Representative Osborne are
named as defendants in their official capacities, the Court may exercise in personam Jurisdiction
over the General Assembly.

FACTUAL BACKGROUND

The General Assembly Attaches Pension Reform to a Sewage Bill

16. On February 15,2018, SB 151 was introduced in the Senate as “an act relating to
the local provision of wastewater services.” The nine-page bill was referred to the Senate

Committee on Natural Resources & Energy Committee the next day.
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17. On March 12,2018, SB 151 was taken from that committee, given its first

constitutionally mandated reading on the floor of the Senate, and returned to that committee. For

this reading, the content of SB 151 dealt only with sewer services.

18. On March 13,2018, SB 151 was again taken from the Senate Committee on
Natural Resources & Energy, given its second constitutionally mandated reading, and then
returned to the committee. For this second reading, the content of SB 151 dealt only with sewer
services.

19. On March 14, 2018, the Senate Committee on Natural Resources & Energy
reported SB 151 favorably, with a Committee Substitute. Again, the hearing and vote dealt with
SB 151 as an 11-page bill dealing with sewer services.

20. On March 16, 2018, SB 151 received another reading on the floor of the Senate,
and passed 36-0. The vote was in favor of the content of the bill, which dealt exclusively with
sewer services.

21. Thus, during its first, second, and third readings on the floor of the Senate, SB
151 was “an act relating to the local provision of wastewater services.” It did not contain any
provisions relating to the state pension system.

22. On March 19, 2018, SB 151 was received in the House of Representatives and
sent to the House Committee on Committees.

23. On March 20, 2018, SB 151, as it then existed exclusively as a sewer bill, was
taken from the Committee on Committees, given its constitutionally mandated first reading on
the House floor, and returned to the Committee on Committees, which posted SB 151 to the

House Committee on State Government.

10
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24, On March 21,2018, SB 151 was taken from the House Committee on State
Government, given its constitutionally mandated second reading on the House floor — again,
exclusively as a sewer bill — and returned to the same committee.

25. At the time of both its first and second readings in the House of Representatives,
SB 151 was “an act relating to the local provision of wastewater services.” It did not contain any
provisions relating to the state pension system.

26. Just after 2:00 p.m. on March 29, 2018, the House of Representatives recessed so
that the House Committee on State Government could meet. The previously unannounced
meeting was held in a small conference room and the public was excluded. At that time, the
Committee called SB 151, which was still an 11-page bill relating to sewer services.

27.  House Committee Substitute 1 to SB 151 was then introduced. The Substitute
stripped all provisions of the wastewater treatment bill and replaced it with pension reform
provisions.

28. The new SB 151 completely overhauled the public pension system and, as set
forth more fully below, it unconstitutionally breached the inviolable contract that the
Commonwealth made with its public employees, including its teachers and police officers.

29. The House Committee on State Government refused to hear testimony from the
public concerning SB 151.

30. During the Committee meeting, Representative Jim Wayne objected to holding a
vote on SB 151 because no actuarial analysis was provided to the members of the Committee or
attached to the bill, in violation of KRS 6.350.

31. The Chair of the House Committee on State Government, Representative Jerry T.

Miller, overruled Representative Wayne’s objection, and called for a vote on SB 151 shortly

11
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after it was distributed to Committee members, thereby ensuring that the Committee members
did not have time to read SB 151 in its entirety.

32.  The Committee on State Government then feported the bill favorably to the
House. Only then was the title amended by a vote of the Committee, changing it from “an act
relating to the local provision of wastewater services” to “an act relating to retirement.”

33. The new SB 151 was immediately reported to the House of Representatives, all
on the evening of March 29, 2018. It then received its first reading on the floor of the House of
Representatives in its new form, as “an act relating to retirement.”

34.  Again, Representative Wayne objected to the passage of SB 151 without an
actuarial analysis. The Speaker Pro Tempore of the House, Representative Osbome, ruled that it
was legal to pass SB 151 without such an analysis. Representative Rocky Adkins appealed this
ruling of the Chair, but the ruling was upheld by a vote of 58-33.

3s. The House of Representatives then passed SB 151 by a vote of 49-46.
Representative Osborne, who is the Speaker Pro Tempore of the House of Representatives, then
signed the bill on the line labeled “Speaker-House of Representatives.”

36.  Also during the evening of March 29, 2018, SB 151 was received in the Senate.
The Senate then voted to concur in the House Committee Substitute and the amendment to the
title. The Senate then passed the bill by a vote of 22-15.

37. SB 151 never received a reading in the Senate after the title and contents of the
bill were completely changed, eliminating the provisions relating to wastewater treatment and
replacing them wholesale with provisions relating to public pensions.

38. Thus, in a matter of mere hours, SB 151 was completely transformed from its

original subject matter, reported out of the House State Government Committee, approved by the
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House of Representatives, and approved by the Senate in the dark of night — all before any
stakeholders had the opportunity even to read the 291-page bill, much less comment on it.

39. Section 46 of the Kentucky Constitution provides, in relevant part, that “le]very
bill shall be read at length on three different days in each House, but the second and third
readings may be dispensed with by a majority of all the members elected to the House in which
the bill is pending.”

40. No vote was taken in either the House of Representatives or the Senate with
regard to SB 151 to suspend the constitutional requirement that a bill receive three separate
readings on three separate days in each House prior to passage.

41. SB 151 never received a reading in the Senate in the form in which it was passed
—that is, as an act relating to retirement, as opposed to an act relating to wastewater treatment.

42. Moreover, Representative Osborne signed SB 151 on the line for the signature of
the “Speaker-House of Representatives.”

43. Section 56 of the Kentucky Constitution provides, in pertinent part, that “[n]o bill
shall become a law until the same shall have been signed by the presiding officer of each of the
two Houses in open session.”

44.  Under Kentucky law, the Speaker of the House is the presiding officer of the
House of Representatives.

45. Representative Osborne is not the Speaker of the House of Representatives, as
that position is vacant until filled pursuant to Section 34 of the Kentucky Constitution.

46.  Inaddition, SB 151 was reported out of the House State Government Committee

without an actuarial analysis.
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47. KRS 6.350, a duly enacted statute, provides that no bill affecting pensions may be
reported out of Committee unless accompanied by an actuarial analysis.

48.  To date, no actuarial analysis has been performed on SB 151. Instead, a
purported actuarial analysis was later added to the bill on the Legislative Research Commission
(“LRC”) website as an obvious attempt to paper over the fact that SB 151 was passed in
violation of the law, because the actuarial analysis was never provided to members of the House
Committee on State Government.

49. Specifically, the purported actuarial analysis came too late because it was added
to the LRC website after the House Committee on State Government had already reported SB
151. Moreover, the purported actuarial analysis failed to account for the provisions of SB 151 as
amended, claiming that it was the same as SB 1 even though numerous provisions between the
two bills differed that affected the financial impact of SB 151. In addition, the purported
actuarial analysis was provided only by auditors for KRS, and did not contain any analysis of the
effects of SB 151 on KTRS.

50. SB 151 was also voted on by both the House of Representatives and the Senate
even though it was not accompanied by a fiscal note, and even though neither of those bodies
voted by a two-thirds majority to waive the fiscal note requirement.

51. KRS 6.955 specifically prohibits both chambers of the General Assembly from
voting on a bill that “relates to any aspect of local government or any service provided thereby”
unless the bill is accompanied by a fiscal note, the contents of which are described in KRS 6.965,
or unless the chamber of the General Assembly votes, by a two-thirds majority, to waive the

fiscal note requirement.
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52. Governor Bevin signed SB 151 into law on April 10, 2018.2

SB 151 Breaks the Commonwealth’s Inviolable Contract

53. The General Assembly promised Kentucky’s public employees that, in exchange
for their public service, they would be guaranteed certain retirement benefits. This promise was
made in the form of a contract, which was passed into law. See KRS 21 480; KRS 61.692; KRS
78.852; KRS 161.714. The statutes the General Assembly passed declared this contract to be
“inviolable,” meaning the General Assembly could not later break it.

54. Kentucky’s public employees have upheld their end of the bargain by rendering
services for the benefit of the people of the Commonwealth.

55. The new SB 151 made substantial and material changes to the benefits that had
been promised to participants in the KTRS, KERS, SPRS, and CERS public pension systems.

56. By enacting and enforcing SB 151, Defendants have materially breached and
substantially impaired the inviolable contracts between the Commonwealth and public
employees, as set forth below.

Kentucky Teachers Retirement System

57. The General Assembly created an inviolable contract with public educators under
KRS Chapter 161. The contract protects benefits provided between KRS 161.220 and KRS
161.710. See KRS 161.714.

58. SB 1 amends KRS 161.623, which is within the inviolable contract. In doing so,

it unlawfully and materially reduces, alters, or impairs pension benefits due to KTRS members.

* The signed SB 151 is available at http://apps.sos.ky.gov/Executive/Journal/execjournalimages/2018-
Reg-SB-0151-2470.pdf.
15
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59. Specifically, the inviolable contract does not cap the amount of accrued sick leave
that teachers who started before July 1, 2008, may convert to additional service credit for
purposes of their retirement. See KRS 161.623.

60.  Moreover, the inviolable contract currently caps the amount of accrued sick leave
that teachers who started on or after July 1, 2008, may convert to additional service credit for
purposes of their retirement at 300 days. See KRS 161.623(8).

61.  Section 74 of SB 151 caps the amount of accrued sick leave that members may
convert to the amount accrued as of December 31, 2018. This limitation materially alters and
impairs the rights and benefits due to employees, and therefore violates the inviolable contract.
Kentucky Employees Retirement System

62.  The KERS pension rights and benefits are located at KRS Chapter 61, with the
inviolable contract found in KRS 61.510-61.705. See KRS 61.692.

63. SB 1 amends or repeals these very statutes, thereby unlawfully and materially
reducing, altering, or impairing pension benefits due to KERS members, as set forth more fully
below.

64. The inviolable contract allows lump-sum payments for compensatory time to be
included in the creditable compensation of Tier [ nonhazardous employees. See KRS 61.510.
Section 14 of SB 151 expressly excludes lump-sum payments from creditable compensation for
non-hazardous, Tier I employees, retiring after July 1, 2023. This exclusion materially alters and
impairs the ultimate calculation of KERS members’ retirement allowances, and therefore violates
the inviolable contract.

65.  Under the inviolable contract, uniform and equipment allowances may be

included in KERS members’ creditable compensation. See KRS 61.510. Section 14 of SB 151
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expressly excludes such allowances as well as undefined “other expense allowances,” paid on or
after January 1, 2019, from creditable compensation. This exclusion materially alters and impairs
the ultimate calculation of KERS members’ retirement allowances, and therefore violates the
inviolable contract.

66. The inviolable contract guarantees KERS Tier I members may use accumulated,
unused sick leave to determine retirement eligibility. See KRS 61.546. Section 16 of SB 151
prohibits KERS Tier I employees from using sick leave service credit for retirement eligibility, if
they retire on or after January 1, 2023. Because this prohibition materially impairs the rights and
benefits due to members, it violates the inviolable contract.

67.  The inviolable contract does not require deductions in any amount from KERS
Tier I members’ creditable compensation for hospital and medical insurance. See KRS
61.702(2)(b). Section 30 of SB 151 requires an employer of a KERS Tier I member employed
after July 1, 2003 to deduct up to 1% of the member’s creditable compensation for purposes of
hospital and medical insurance under the plan. Because this provision alters and impairs the
ultimate calculation of KERS members’ retirement allowances, it violates the inviolable contract.

68.  The inviolable contract requires Tier I hazardous employees’ final compensation
be calculated using the creditable compensation from the three (3) fiscal years the employee was
paid the highest average monthly rate. It requires the highest five (5) fiscal years for Tier I
nonhazardous employees. See KRS 61.510. In either case, the inviolable contract does not
require that the fiscal years used for calculation be complete fiscal years. Id. Section 14 of SB
151 requires, after January 1, 2019, that Tier [ hazardous employees’ final compensation be
calculated using the creditable compensation from their highest three (3) complete fiscal years,

and that the highest five (5) complete fiscal years be used to calculate for Tier I nonhazardous
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employees’ final compensation. Because SB 151 alters and impairs the final compensation
calculation guaranteed to hazardous and nonhazardous Tier I employees, it violates the
inviolable contract.

69. KERS Tier I and Tier II employees who opted into the current hybrid cash
balance plan are guaranteed an annual interest credit of at least 4%. See KRS 61.597. Section 19
of SB 151 removes this guarantee, and instead guarantees a return of 0%. Because this change
materially impairs the rights of these employees, it violates the inviolable contract.

Kentucky State Police Retirement System

70. The SPRS pension rights and benefits are located at KRS Chapter 16, with the
inviolable contract found in KRS 16.510-16.645. See KRS 16.652.

71. SB 151 amends or repeals these very statutes, thereby unlawfully and materially
reducing, altering, or impairing pension benefits due to SPRS members. |

72. The inviolable contract guarantees SPRS Tier I members may use accumulated,
unused sick leave to determine retirement eligibility. See KRS 16.645; KRS 61.546. Section 16
of SB 151 prohibits SPRS Tier I employees from using sick leave service credit for retirement
eligibility, if they retire on or after January 1, 2019. This prohibition materially impairs rights
and benefits due to members, and therefore violates the inviolable contract.

73. The inviolable contract does not include deductions in any amount from SPRS
Tier I members’ creditable compensation for hospital and medical insurance. See KRS 16.645 ;
KRS 61.702(2)(b). Section 30 of SB 151 requires an employer of a SPRS Tier I member,
employed after July 1, 2003, to deduct up to 1% of the member’s creditable compensation for

purposes of hospital and medical insurance under the plan. Because this provision alters and
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impairs the ultimate calculation of SPRS members’ retirement allowances, it violates the
inviolable contract.
County Employees Retirement System

74. The CERS pension rights and benefits are located at KRS Chapter 78, with the
inviolable contract found in KRS 78.510-78.852. See KRS 78.852.

75. SB 151 amends or repeals these very statutes, thereby unlawfully and materially
reducing, altering, or impairing pension benefits due to CERS members.

76. The inviolable contract allows lump-sum payments for compensatory time to be
included in the creditable compensation of Tier ] nonhazardous employees. See KRS 78.510.
Section 15 of SB 151 expressly excludes lump-sum payments from creditable compensation for
non-hazardous, Tier I employees, retiring after July 1, 2023. This exclusion materially alters and
1mpairs the ultimate calculation of CERS members” retirement allowances and therefore violates
the inviolable contract.

77. Under prior law, uniform and equipment allowances may be included in CERS
members’ creditable compensation. See KRS 78.510. Section 15 of SB 151 expressly excludes
uniform and equipment allowances as well as undefined “other expense allowances,” paid on or
after January 1, 2019, from creditable compensation. This exclusion materially alters and impairs
the ultimate calculation of CERS members’ retirement allowances, and therefore violates the
inviolable contract.

78. The inviolable contract guarantees CERS members may use accumulated, unused
sick leave to determine retirement eligibility. See KRS 78.616. Section 17 of SB 151 prohibits

CERS employees from using sick leave service credit for retirement eligibility, if they retire on
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or after January 1, 2023. This prohibition materially impairs rights and benefits guaranteed to
CERS members, and therefore violates the inviolable contract.

79. The inviolable contract does not include deductions, in any amount, from CERS
Tier I members’ creditable compensation for hospital and medical insurance. See KRS 78.545:
KRS 61.702(2)(b). Section 30 of SB 151 requires an employer of a CERS Tier I member,
employed after July 1, 2003, to deduct up to 1% of the member’s creditable compensation for
purposes of hospital and medical insurance under the plan. As this provision alters and impairs
the ultimate calculation of CERS members’ retirement allowances, it violates the inviolable
contract.

80. The inviolable contract requires CERS Tier I hazardous employees’ final
compensation to be calculated using the creditable compensation from the three (3) fiscal years
the employee was paid the highest average monthly rate. It requires the highest five (5) years for
CERS Tier I nonhazardous employees. See KRS 78.510. In either case, the inviolable contract
does not require that the fiscal years used for calculation be complete fiscal years. Jd. Section
15 of SB 151 requires, after January 1, 2019, that CERS Tier I hazardous employees’ final
compensation be calculated using the creditable compensation from their highest three (3)
complete fiscal years, and that the highest five (5) complete fiscal years be used to calculate
CERS Tier I nonhazardous employees’ final compensation. Because this provision alters and
impairs the ultimate calculation of CERS members’ retirement allowances, it violates the
inviolable contract.

81. CERS Tier I and Tier II employees who opted into the current hybrid cash
balance plan are guaranteed an annual interest credit of at least 4%. See KRS 61.597; KRS

78.545. Section 19 of SB 151 removes this guarantee, and instead guarantees a return of
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0%. Because this change materially impairs the rights of these employees, it violates the
inviolable contract.

SB 151 Violates the Kentucky Constitution

82. By letters dated February 28, 2018 and March 6, 2018, the Attorney General
notified all members of the General Assembly and the public that the pension bills it was
considering — then SB 1 and its Committee Substitute — violated the inviolable contract in 21
ways.

83. Those letters therefore put the General Assembly and the public on notice that SB
1, if passed, would breach the inviolable contract and therefore violate the Kentucky
Constitution.

84. Specifically, the letters explained that a substantial impairment of the contract
would violated Section 19 of the Kentucky Constitution, which prohibits the enactment of “any
law impairing the obligation of contracts.”

85. SB 151 contains 15 of the violations of the inviolable contract identified in the
Attorney General’s letters. Nevertheless, the General Assembly passed SB 151 and Governor
Bevin signed it into law.

6. Moreover, the General Assembly declined to enact or even consider measures that

would provide revenue dedicated to funding the retirement systems.

87. SB 151 1s therefore not reasonable or necessary to serve an important public
purpose.
88. Because SB 151 substantially impairs the contractual benefits guaranteed to

Kentucky’s public employees, and because Defendants cannot show that SB 151 is reasonable
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and necessary to serve an important public purpose, SB 151 violates Section 19 of the Kentucky
Constitution.

89. Moreover, SB 151 obligates the Commonwealth to pay more toward the state
pension systems than under current law, rather than create a savings. Specifically, SB 151 will
cost $3.3 billion in debt for state pension systems and $1.7 billion in debt for local pension
systems over the next 35 years. See Affidavit of Jason Bailey, 22, attached‘ as Exhibit A.

The Public Has Suffered and Will Suffer
Irreparable Injury Absent a Permanent Injunction

90. As a direct result of Defendants’ efforts to abrogate public employees’ rights to
the promised retirement benefits, record numbers of public employees have retired rather than be
subjected to an unlawful reduction in benefits.

91. For instance, in September 2017, after Governor Bevin introduced his plan to
dismantle the public pension systems, the number of state and local government employees who
retired surged 37% over the same month in the previous year.’

92. KTRS saw an even greater increase in the number of teacher retirees—a jump of
64% following Governor Bevin’s pension proposal.*

93. The unprecedented wave of retirements has continued to the present, and it will
only accelerate now that SB 151 has been signed into law. Defendants’ actions have left public

employees who are eligible to retire with an impossible choice: retire now, or lose the pension

? John Cheves, September Retirements Surge as Kentucky Lawmakers Consider Pension Overhaul,
Lexington Herald-Leader, Sept. 6, 2017 (available at http://'www kentucky.com/news/politics-
government/article171567482.html) (last visited Apr. 3, 2018).

* Tom Loftus, Kentucky Pension Crisis: More Public Employees Are Retiring As Governor Bevin Works
on Reform, Courier-Journal, Oct. 10, 2017 (available at https://www.courier-
Jjournal.com/story/news/politics/2017/10/1 O/kentucky-pension-crisis-retirements-surge-bevin-works-
reform/749214001/) (last visited Apr. 3, 2018).
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benefits you were promised. The Commonwealth is harmed by the early retirement of thousands
of capable teachers and other public servants who would prefer to remain working, but must
retire to protect the pension benefits on which they and their families depend. Moreover, the
retirement systems themselves are hurt by these early retirements, which cause each annuitant to
be paid benefits longer than actuarially projected and cut short the anticipated employer and
employee contributions to the system. See Affidavit of Stephanie Winkler, § 12, attached hereto
as Exhibit B. The enactment of SB 151 makes this harm imminent.

94. Moreover, because SB 151 removes teachers’ ability to use sick days for
retirement eligibility after the end of the current year, teachers have begun to use their sick days
now.

9s5. The result of teachers using sick days has already become apparent. Already, on
March 30, 2018, 27 school districts were forced to cancel school because teachers called in sick,
to the detriment of the schoolchildren and their parents.

96. In light of the foregoing, Defendants’ actions to impair the inviolable contracts
between public employees and the Commonwealth violate Section 19 of the Kentucky
Constitution.

CLAIMS
Count 1
Declaratory Judgment
Violation of Section 19 of the Kentucky Constitution

97. Plaintiffs incorporate by reference each and every allegation previously set forth
in this Complaint as if fully set forth herein.

98. Section 19 of the Kentucky Constitution similarly provides that “[n]o ex post

facto law, nor any law impairing the obligation of contracts, shall be enacted.”
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99. SB 151 substantially impairs the inviolable contract between the Commonwealth
and its public employees established in KRS 21.480, KRS 61.692, KRS 78.852, and KRS
161.714 by reducing the benefits provided to those employees.

100.  SB 151 therefore violates Section 19 of the Kentucky Constitution.

Count II
Declaratory Judgment
Violation of Section 46 of the Kentucky Constitution

101.  Plaintiffs incorporate by reference each and every allegation previously set forth
in this Complaint as if fully set forth herein.

102.  Section 46 of the Kentucky Constitution provides, in relevant part, that “[e]very
bill shall be read at length on three different days in each House, but the second and third
readings may be dispensed with by a majority of all the members elected to the Housé in which
the bill is pending.”

103.  SB 151, as passed, received only one reading in the House of Representatives.

104.  The House of Representatives did not vote, “by a majority of all the members
elected to the House in which the bill is pending,” to dispense with the second and third readings
of SB 151, as passed.

105.  SB 151, as passed, did not receive any readings in the Senate.

106.  SB 151 therefore violates Section 46 of the Kentucky Constitution.

Count 1
Declaratory Judgment
Violation of Section 56 of the Kentucky Constitution

107.  Plaintiffs incorporate by reference each and every allegation previously set forth

in this Complaint as if fully set forth herein.
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108.  Section 56 of the Kentucky Constitution provides, in pertinent part, that “[njo bill
shall become a law until the same shall have been signed by the presiding officer of each of the
two Houses in open session.”

109.  Under Kentucky law, the Speaker of the House is the presiding officer of the
House of Representatives.

110.  SB 151 was signed by Representative Osborne, who is not the Speaker of the
House.

111. SB 151 therefore was not properly signed by the presiding officer of the House of
Representatives, in violation of Section 56 of the Kentucky Constitution.

Count 1V
Declaratory Judgment
Violation of Section 13 of the Kentucky Constitution

112. Plaintiffs incorporate by reference each and every allegation previously set forth
in this Complaint as if fully set forth herein.

113.  Section 13 of the Kentucky Constitution provides, in relevant part, that “[n]or
shall any man’s property be taken or applied to public use without the consent of his
representatives, and without just compensation being previously made to him.”

114. SB 151 deprives public employees of their contractual rights to certain retirement
benefits, as set forth above,

115. SB 151 does not provide public employees with any compensation in exchange
for depriving them of their contractual rights.

116.  The contractual rights deprived by SB 151 are the property of the public
employees.

117 SB 151 therefore violates Section 13 of the Kentucky Constitution.
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Count V
Declaratory Judgment
Violation of KRS 6.350

118.  Plaintiffs incorporate by reference each and every allegation previously set forth
in this Complaint as if fully set forth herein.

119. KRS 6.350 provides, in relevant part: “A bill which would increase or decrease
the benefits or increase or decrease participation in the benefits or change the actuarial accrued
liability of any state-administered retirement system shall not be reported from a legislative
committee of either house of the General Assembly for consideration by the full membership of
that house unless the bill is accompanied by an actuarial analysis.” KRS 6.350(1).

120.  As introduced to the House Committee on State Government on March 29, 2018,
SB 151 will decrease the benefits provided to the participants of KTRS, KERS, SPRS, and
CERS, each of which is a state-administered retirement system.

121. The House Committee on State Government reported SB 151 to the floor of the
House of Representatives without an actuarial analysis.

122.  SB 151 was therefore passed in violation of KRS 6.350(1).

Count VI
Declaratory Judgment
Violation of KRS 6.955

123.  Plaintiffs incorporate by reference each and every allegation previously set forth
in this Complaint as if fully set forth herein.

124. KRS 6.955 provides, in relevant part: “No bill or resolution which relates to any
aspect of local government or any service provided thereby shall be voted on by either chamber

of the General Assembly unless a fiscal note has been prepared and attached to the bill pursuant

to KRS 6.960, except that, if in the chamber in which the bill is being considered, two-thirds
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(2/3) of the members elected vote to waive the fiscal note requirement, no note shall be required.
The fiscal note waiver shall be certified by the clerk of the chamber in which the bill is being
considered, and such certification shall be attached to the bill. Although waived in one chamber,
a fiscal note shall be required when the bill goes to the other chamber unless a majority of the
members elected to such chamber vote to waive the fiscal note requirement.” KRS 6.955(1).

125. SB 151 affects local government because it creates, alters, or amends provisions
of law requiring local governments to contribute to the pensions of their employees.

126.  Both the House of Representatives and the Senate passed SB 151 without
including a fiscal note, and without a vote by two-thirds (2/3) of the members of either chamber
to waive the fiscal note requirement.

127.  SB 151 was therefore passed in violation of KRS 6.955.

Count VII
Declaratory Judgment
Violation of Section 2 of the Kentucky Constitution

128.  Plaintiffs incorporate by reference each and every allegation previously set forth
in this Complaint as if fully set forth herein.

129.  Section 2 of the Kentucky Constitution provides, “[a]bsolute and arbitrary power
over the lives, liberty and property of freemen exists nowhere in a republic, not even in the
largest majority.”

130.  SB 151 was passed in a procedure that violated constitutional and statutory
requirements, and it deprives public employees of their constitutional and statutory rights.

131. The passage of SB 151 therefore violates the rights of the people of the
Commonwealth to be free from the exercise of arbitrary power over their lives, liberty, and

property, in violation of Section 2 of the Kentucky Constitution.
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Count VIII
Injunctive Relief Against Governor Bevin
(All Plaintiffs)

132.  Plaintiffs incorporate by reference each and every allegation previously set forth
in this Complaint as if fully set forth herein.

133.  Plaintiffs are entitled to relief in the form of injunctive relief, both temporary and
permanent, restraining and enjoining Governor Bevin and his agents, attorneys, and any other
person in active concert or participation with him, from enforcing or complying with SB 151, or
In any way unconstitutionally reducing or eliminating the retirement benefits provided to public
employees under the inviolable contracts.

134, By reducing retirement benefits beginning July 1, 2018, SB 151 forces public
employees to choose between retiring immediately or losing retirement benefits they had
previously been promised in an inviolable contract.

135. Moreover, by causing public employees to retire, SB 151 inflicts harm on the
Commonwealth, which will be deprived of the services provided by essential, experienced public
employees.

136.  SB 151 therefore threatens imminent harm to the public and public employees by
violating the Kentucky Constitution’s prohibition on the impairment of contracts.

137. By reason of the actions and violations described above, KTRS, KERS, SPRS,
and CERS participants, as well as the citizens of the Commonwealth, suffered immediate and
irreparable injury and will continue to so suffer unless Governor Bevin is mmmediately restrained
and permanently enjoined from enforcing SB 151, or in any way unconstitutionally reducing or

eliminating the retirement benefits provided to public employees under the inviolable contracts.
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138.  Plaintiffs have no adequate remedy at law or otherwise to address this Injury, save
in a court of equity.

139. No court has refused a previous application for a restraining order or Injunction in
this matter.

Count IX
Injunctive Relief Against Board of Trustees of KTRS
(Commonwealth and KEA)

140.  Plaintiffs incorporate by reference each and every allegation previously set forth
in this Complaint as if fully set forth herein.

141.  Plaintiffs are entitled to relief in the form of injunctive relief, both temporary and
permanent, restramning and enjoining the Board of Trustees of KTRS and its agents, attorneys,
and any other person in active concert or participation with it, from enforcing or complying with
SB 151, or in any way uncénstitutionally reducing or eliminating the retirement benefits
provided to public school employees under the inviolable contracts.

142, By reducing retirement benefits beginning July 1, 2018, SB 151 forces public
employees to choose between retiring immediately or losing retirement benefits they had
previously been promised in an inviolable contract.

143. Moreover, by causing public employees to retire, SB 151 inflicts harm on the
public, who will be deprived of the services provided by essential public employees.

144. SB 151 therefore threatens imminent harm to the public and public employees by
violating Kentucky’s prohibition on the impairment of contracts.

145, By reason of the actions and violations described above, KTRS participants, as
well as the citizens of the Commonwealth, suffered immediate and irreparable injury and will

continue to so suffer unless the Board of Trustees of KTRS is immediately restrained and
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permanently enjoined from enforcing or complying with SB 151, or in any way
unconstitutionally reducing or eliminating the retirement benefits provided to public employees
under the inviolable contracts.

146.  Plaintiffs have no adequate remedy at law or otherwise to address this injury, save
in a court of equity.

147. No court has refused a previous application for a restraining order or injunction in
this matter.

Count X
Injunctive Relief Against Board of Trustees of KRS
(Commonwealth and Kentucky State FOP Lodge)

148.  Plaintiffs incorporate by reference each and every allegation previously set forth
in this Complaint as if fully set forth herein.

149.  Plaintiffs are entitled to relief in the form of injunctive relief, both temporary and
permanent, restraining and enjoining the Board of Trustees of KRS and its agents, attorneys, and
any other person in active concert or participation with him, from enforcing or complying with
SB 151, or in any way unconstitutionally reducing or eliminating the retirement benefits
provided to public employees under the inviolable contracts.

150. By reducing retirement benefits beginning July 1, 2018, SB 151 forces public
employees to choose between retiring immediately or losing retirement benefits they had
previously been promised in an inviolable contract.

151. Moreover, by causing public employees to retire, SB 151 inflicts harm on the

public, who will be deprived of the services provided by essential, experienced public

employees.
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152. SB 151 therefore threatens imminent harm to the public and public employees by
violating the Kentucky Constitution’s prohibition on the impairment of contracts.

153. By reason of the actions and violations described above, KERS, SPRS, and CERS
participants, as well as the citizens of the Commonwealth, suffered immediate and irreparable
injury and will continue to so suffer unless the Board of Trustees of KRS is immediately
restrained and permanently enjoined from enforcing or complying with SB 151, or in any way
unconstitutionally reducing or eliminating the retirement benefits provided to public employees
under the inviolable contracts.

154.  Plaintiffs have no adequate remedy at law or otherwise to address this injury, save
in a court of equity.

155. No court has refused a previous application for a restraining order or injunction in
this matter.

156.  Plaintiffs are entitled to further relief as may be shown by the evidence and legal
authority that may be presented in this proceeding. Plaintiffs reserve the right to amend this
Complaint, as necessary, to request any further relief to which they are entitled.

WHEREFORE, Plaintiffs demand judgment against Defendants as set forth in the
prayer for relief, below.

PRAYER FOR RELIEF

WHEREFORE, Plaintiffs demand as follows:

L That this Court issue a declaration and order that:

A. SB 151 breaches the inviolable contract between the Commonwealth and its
public employees.

B. SB 151 violates Section 2 of the Kentucky Constitution.
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II.

I

Iv.

C. SB 151 violates Section 13 of the Kentucky Constitution.

D. SB 151 violates Section 19 of the Kentucky Constitution.

E. SB 151 was passed in violation of Section 46 of the Kentucky Constitution.
F. SB 151 was passed in violation of Section 56 of the Kentucky Constitution,
G. SB 151 was passed in violation of KRS 6.350.

H. SB 151 was passed in violation of KRS 6.955.

That the Court issue a restraining order, temporary injunction, and permanent

injunction, restraining and enjoining Governor Bevin and all his agents, attorneys,

representatives, and any other persons in active concert or participation with him
from enforcing SB 151 or in any way reducing or eliminating the retirement
benefits provided to public employees under the inviolable contracts.

That the Court issue a restraining order, temporary injunction, and permanent
Injunction, restraining and enjoining the Board of Trustees of KTRS and all its
agents, attorneys, representatives, and any other persons in active concert or
participation with it from enforcing SB 151 or in any way reducing or eliminating
the retirement benefits provided to public employees under the inviolable
contract.

That the Court issue a restraining order, temporary injunction, and permanent
injunction, restraining and enjoining the Board of Trustees of KRS and all its
agents, attorneys, representatives, and any other persons in active concert or
participation with it from enforcing SB 151 or in any way reducing or eliminating
the retirement benefits provided to public employees under the inviolable

contract.
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V.

That Plaintiffs be awarded any and all other relief to which they are is entitled,

including attorneys’ fees and costs.
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DATE:

April 11, 2018

34

Respectfully Submitted,

ANDY BESHEAR
ATTORNEY GENERAL

/s/ Andy Beshear

J. Michael Brown (jmichael.brown@ky.gov)
Deputy Attorney General

La Tasha Buckner (latasha.buckner@ky.gov)
Assistant Deputy Attorney General

S. Travis Mayo (travis.mayo@ky.gov)
Executive Director,

Office of Civil and Environmental Law
Marc G. Farris (marc.farris@ky.gov)
Samuel Flynn (samuel.flynn@ky.gov)
Assistant Attorneys General

Office of the Attorney General

700 Capitol Avenue

Capitol Building, Suite 118

Frankfort, Kentucky 40601

(502) 696-5300

(502) 564-8310 FAX

Counsel for Plaintiff Commonwealth of
Kentucky, ex rel. Andy Beshear,
Attorney General

s/ Jeffrey S. Walther. by permission

Jeffrey S. Walther (jwalther@wgmfirm.com)
Walther, Gay & Mack, PLC

163 East Main Street, Suite 200
Lexington, Kentucky 40588
(859)225-4714

Counsel for Plaintiff
Kentucky Education Association

/s/ David Leightty, by permission

David Leightty (dleightty@earthlink.net)
Priddy, Cutler, Naake & Meade PLLC
2303 River Road, Suite 300

Louisville, Kentucky 40206

(502) 632-5292

Counsel for Plaintiff
Kentucky FOP Lodge
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VERIFICATION

L, J. MICHAEL BROWN, Deputy Attorney General, upon heing duly sworn, do hereby
swear that I have read the foregoing Verified Complaint for a Declaration of Rights, a
Temporary Injunction, and a Permanent Injunction and the factual allegations set out therein arc
true and correct to the best of my knowledge and belicf,

COMMONWEALTH OF KENTUCKY )

)
COUNTY OF FRANKLIN )
Subscribed, sworn to and acknowledged before me by this l l day of hPr] \ ,2018,

by J. Michael Brown.
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Notary Public ‘ NOTARY PUBLIC ‘
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VERIFICATION

1, STEPHANIE WINKLER, President of the Kentucky Education Association, upon
being duly sworn, do hereby swear that I have read the foregoing Verified Complaint for a
Declaration ol Rights, 4 Temporary Injunction, and a Permancnt Injunction and the factual
allegations set out therein are true and correct to the hest of my knowledge and belief.

COMMONWEATTH OF KENTUCKY )
COUNTY OF FRANKLIN

g
Syhscribed, sworn to and acknowledged before me by Stephanie Winkler this / ﬂday ol
2 }4:2] AL 2018,

7.

Notary Plflic #&5 /75 S’Z;»L
7
Printecd N anlc:/z’y/%@éégl KLCKJ.E_
My Commission Expires: Q//{g ./ g"; 2o/ 3}
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VERIFICATION ON BEHALT OF STATLE FOP

1, Berl Perdue, Ir. President of the Kentucky State Fraternal Order ol Police, hereby state
that L have reviewed the Complaint in this matter and that the factual statements in the Complaint
relating to the swom law enforcement ofticers, and to the Kentucky State Fraternal Order of
Police and its associated Lodges, are true and accur: dtc to the best oi'my informalion and bclicl‘.

CHISR N iﬁ\

@:11 chdue(ﬁ

. . . LW v
Subscribed and sworn to before me by Berl Perdue, Jr., this ! 15 'Y dayof 7

2018. Cj}&,ﬁfl/: Z -

otary Public, Qeefe at T.a ‘ge. Kentucky
§-9- )c)/‘l}q

# $S6SSC

My commission expires:
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AFFIDAVIT OF JASON BAILEY

Comes the Affiant, after being duly swomn, and states as follows:

1.

My name is Jason Bailey. I am a founder and Executive Director of the Kentucky
Center for Economic Policy. I have been the Executive Director since 2011.

The Kentucky Center for Economic Policy (KCEP) seeks to improve the quality
of life for all Kentuckians through research, analysis and education on important
policy issues facing the Commonwealth. KCEP produces research on timely
issues; promotes public conversation about those issues through media and
presentations; and advocates to decision makers on the need for policies that
move all Kentuckians forward.

In my role I regularly give testimony, issue analysis in the form of reports, issue
facts sheets, and give presentations on budget and tax; economic security;
education; health care; jobs and economy; and workforce and economic
development.

KCEP is a member of the State Priorities Partnership, a national network of
organizations that work to address state tax and budget issues and their impact on
low- and moderate-income families. The State Priorities Partnership is
coordinated by the Center on Budget and Policy Priorities. KCEP is also a
member of the Working Poor Families Project and the Economic Analysis and
Research Network (EARN).

Prior to my role as Executive Director of the Kentucky Center for Economic
Policy, I was the Policy Director for 8 years at Mountain Association for
Community Economic Development.

I received my Bachelor’s Degree from Carson-Newman College in 1998 and a
Master’s Degree in Public Administration with a specialization in public finance
in 2007 from New York University.

My public service work includes appointments to the Governor’s Blue Ribbon
Commission on Tax Reform and the Kentucky Teachers’ Retirement System
Funding Work Group.

. In the scope of my job, I analyzed Senate Bill 151. The legislation, introduced and

passed suddenly in the General Assembly on March 29, 2018, moves new
teachers into a less secure hybrid cash balance plan and ends the inviolable
contract moving forward for them, making their benefits vulnerable to further cuts
in the future.
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10.

11.

12.

13.

14.

15.

16.

Senate Bill 151 also caps the use of sick leave for teacher retirement benefits and
weakens the already-modest hybrid cash balance for state and local non-
hazardous employees.

By ending the inviolable contract for new teachers, the General Assembly can
now also weaken the cash balance benefit at any time in the future. That could
include lowering the amount employers credit to teachers’ accounts each year (set
in the legislation initially at 8 percent of teachers’ pay, whereas teachers
contribute their current 9.105 percent of pay) or giving them even less of the
investment returns.

Currently teachers have a legally protected benefit based on when they are hired,
providing them with the security of knowing what they will receive when they
retire.

SB 151 shifts about 1/3 of the cost of the hybrid cash balance plan to school
districts, which must contribute 2 percent of new teachers’ pay for the benefit.
This change will continue the trend of the state backing away from its
responsibility to fund K-12 education and asking local schools to bear a larger
share of costs. That pattern is creating a growing gap between rich and poor
school districts, which is returning to levels that were declared unconstitutional in
the 1980s.

The bill caps the use of sick leave in calculating retirement benefits for current
teachers to the amount of sick leave accrued as of December 31, 2018. This
change will also add more costs to local school districts that will have to pay more
for substitute teachers as use of sick days increases. The bill raises the retirement
eligibility for new teachers to age 65 with 5 years of work experience or at least
age 57 and an age plus ycars of service that equal a minimum of 87. Currently,
teachers can retire with full benefits at age 60 with at least 5 years’ experience or
at any age with 27 years’ experience.

State and local workers’ plans are cut again, and the defined contribution option
takes resources from pension plans.

The bill weakens the hybrid cash balance plan for state and local non-hazardous
employees that was created just five years ago — evidence that ending the
teachers’ inviolable contract means benefits might be cut further in the future.

The state and local non-hazardous plan guaranteed workers a 4 percent rate of
return and gave them 75 percent of investment returns above that amount, while
the new plan under SB 151 will — like the benefit for new teachers — guarantee

2
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17.

18.

only a 0-percent rate of return and 85 percent of investment returns above that
level. That means less in retirement benefits for these workers.

What’s more, the plan introduces a 401(a) defined contribution (DC) option for
state and local non-hazardous employees in which the employer contributes 4
percent of pay (employees put in 5 percent). Workers who choose the DC plan
cannot later switch back to the hybrid cash balance plan.

The actuary says the DC plan is slightly more expensive than the weakened
hybrid cash balance plan, and gives people 100 percent of investment returns
rather than 85 percent in the cash balance option. Although DC plans are riskier
for employees and will earn lower investment returns over time, the actuary
projects that 25 percent of employees will end up in the DC plan.

The more employees who contribute to the DC plan instead of paying into the

- fdeﬁned beneﬁt/cash balance plan pool, the more the traditional plan is vulnerable
to further deterloratlon SB 151 allows the Kentucky Retirement Systems (KRS)

20.

2].

22.

23.

board to contract with an outside entity to manage the DC investments.

The bill also requires KRS employees hired between 2003 and 2008 to pay an
additional 1 percent of pay for retirec health care. Kentucky’s retiree health plans
are currently on a strong growth trajectory under the current law, without the need
for additional contributions, with the KERS hazardous health plan 118 percent
funded now.

The plan ends the ability of current employees to use sick leave service credit for
determining retirement eligibility after 2023, and eliminates a $5,000 post-
retirement death benefit for those hired starting in 2014.

Actuarial analysis of its impact on Kentucky Retirement Systems, which was
attached after the bill was passed, shows it does not save money. It fact, it will
cost $3.3 billion in debt for the state pension systems and $1.7 billion in debt for
the local pension systems over the next 35 years.

The added costs are because the plan resets the 30-year period used to pay off the
liabilities to start in 2019 rather than 2013, lowering annual payments slightly but
resulting in more costs over the entire period. The ability to reset the 30-year
period shows that an urgency to pay off unfunded liabilities and repeated claims
of imminent insolvency in the plans were unfounded.
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Jason Bailey, Executive Director
Kentucky Center for Economic Policy

COMMONWEALTH OF KENTUCKY
cOUNTY OF “WNedaneyw

Subscribed, sworn to and acknowledged before me by this
2018, by Jason Bailey.

Notary Public ,j
Printed Name:  DERPRA . REARDON

My Commission Expires: 09 )O | 3 AC13

a_\ﬁ\_ day of &}@J\A&\,

Debra J Reardon

l,“ nk‘ﬁ Notary Public, ID No. 516929

State at Large, Kentucky
a5k232/" My Commission Expires on Sepl. 1, 2018
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COMMONWEALTH OF KENTUCKY
FRANKTLIN CIRCUIT COURT
DIVISION ___

CIVIL ACTION NO. 18-CI-

COMMONWEALTII OF KENTUCKY
ex rel. ANDY BESHEAR, ATTORNEY GENERAL

and
KENTUCKY EDUCATION ASSOCIATION
and

KENTUCKY STATE FRATERNAL ORDER OF POLICE LODGE PTLAINTIFFS
V.

MATTHEW G. BEVIN, in his official capacity
as Governor of the Commonwealth of Kentucky, et al. DEFENDANTS

AFFIDAVIT OF STEPHANIE WINKLER

I, Stephanie Winkler, being duly sworn, hereby state as follows:

1. | currently serve as the elected president of the Kentucky Fducation Association.
I 'have served in this capacity since Junc 15, 2013. [ am also a teacher duly certified in the
Coxnnlonwéalth of Kentucky. Before becoming President of KEA, I taught 4™ grade in Madison
Counly Public Schools,

2. KEA is a voluntary membership organization for school employces and represents
over 40,000 members throughout Kentucky. KEA is affiliated with the National Education
Association, and has local affiliates in every school district in the state. KEA is the largest
professional association in Kentucky.

3. KEA represents public school teachers in grades P-12, classified support
professional employees, school administrators, Education and Workforce Development Cabinet

employees, Kentucky Community and Technical College system employees, colle ge students
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preparing to become teachers, and retired educators. We advocate for their employment and
professional interests, including wages‘, school funding, pensions and health insurance.

4. For months, beginning in September/October of 2017 and continuing to the
present, KEA and other stakeholders have been advocating against significant structural changes
to the public pension systems. We don’t belicve structural changes are necessary, but instead
believe the legislature should fund the systems per the appropriate actuarial caleulations. For
months affected stakeholder groups, including KEA members, have been contacting their
legislators at home and at their offices, making their opinions known on this issue. The pension
discussion has garnered a lot of press coverage and has been the primary political topic of
interest in Kentucky for months.

5, During the afternoon of March 29, 2018, the House of Representatives State
Government committee took SB 151, an act originally dealing with wastewater services, and
amended it to include a massive pension reform bill. The bill was rushed to the floor of thg
House of Representatives, which passcd it and sent it to the Senate, which passed it late that
night. All these legislative maneuvers (ook place on the samc day, without giving KEA or the
public any chance to comment on the provisions of the bill, or even review the bill to be able to
understand it.

6. SB 151 was also passed without the legally required acluarial analysis, so neither
KEA nor the public has had an pppmtunity to properly review the actual financial impact of the
bill,

7. Afier months of being publicly insulted by the governor, who asserted that
teachers “hoarded” their sick leave and that they were too “unsophisticated™ and “ignorant” to

understand their own pension system, this secretive and manipulative legislative maneuver to
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push through legal changes to the public pension systems that KEA and other stakeholders were
vocally opposed to was the final straw. The governor and a majority of the legislature constantly
tout transparency and accountability for public education and the public pension systcms, but
don’t hold themselves to that same standard. Teachers were appalled by the process, wﬁich they
accurately judged to be outrageous and obviously implemented for the sole purpose of keeping
educators and the public [rom having any input. They reacted strongly. Immediately after the
passage of SB 151, thousands of teachers across the statc called in sick for Friday, March 30.
Over twenty school districts were forced to close due Lo insufficient numbers of teachers and
substitute teachers to cover classes and ensure that students were cducated and supervised in a
safe environment.

8. Although KEA did not call for the sickout action, it has conlinued intermittentty
around the slate cvery day since SB151 was passed. Based on posts we see on social media and
conversations our members are having with their colleag-ues, we reasonably believe that teachers
and other educational professionals will continue to protcst the passage and possible
implementation of SB151 by continuing 1o call in sick, which will result in continued
understaffing or school closings.

9. SB 151 irreparably harms teachers and other educational profcssionals by
violating the inviolable contract that they each entered into with the Commonwealth on the day
they cach began their public employment. SB 151 illegally diminishes or eliminates the benefits
(hat (eachers were promised as conditions of their employment as part of that inviolable contract.

10.  SB 151 irreparably harms teachers, cducational professionals, and students in that
it will strongly induce teachers to retire earlier than (hey originally planncd. KEA reasonably

expects that after the passage of SB 151, teachers who are eligible 1o do so will retire prior to the
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dates that their bencfits will be diminished, thereby depriving them of income and the personal
fulfiliment of teaching, These teachers will also have to significantly accelerate their financial
and personal planning for retircment.

11, The retirements will also irreparably harm students and will adversely impact
their educations by removing the mosl experienced and knowledgeable teachers from the
classroom,

12, 8B 151 wreparably harms the Teacher Relirement System of Kentucky (“TRS™)
in which certified educators participate, and will also irreparably harm the County Employees’
Retirement System (“CERS”) in which classified personnel participale, As part of their actuatial
analysis, the pension systems project the expected rates of retirement. That ratc is the basis for
‘investment decisions and is a [actor in calculating the statutory employer and employee
contributions to be received from each participant. Early retirements shift parlicipants from
aclive contributors to annuitants earlier than actuarially projected. Cutting off those contributions
sooner than expected places an unanticipated financial burden on the systems, decreases the time
aver which the contributions ate invested, and obligates each system to pay out retitees over a
longer period of time than originally assumed.

13.  SB 151 irreparably harms education by discouraging talented students from
cntering the education profession. The provisions of SB1I51 create a hybrid cash balance plan
that will apply to new hires after July 1, 2018, Thisvplan shifts the financial risk of retirement
entirely onto the employee, who may or may not gather enough savings and investment income
during his or her carcer to retire with adequate income, Currently, teachers are guaranteed a
defined benefit in retirement based on a factor determined by their final average wage, age and

years of service, Once payout vl a defined pension begins, it continues for the entire life of the
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retiree. The hybrid cash balance plan may allow a future retiree to purchase a lifetime annuity
with the proceeds of his. or her accumulated account, but the amount of monthly income the
retiree will receive will be utterly unprediclable and will have little relationship to what the
individual earned as an active teacher. This scheme injects significant financial risk into
choosing public education as a profession in Kentucky. Public employment used to be attractive
not [or its annual salary, but for the defined benefit pension that could be caméd over a career.
Given these new developments, college students will be far less inclined to become educators
knowing that they will earn Icss annually than their private sector counterparls and will also not
be guaranteed a secure retirement. Furthermore, the provisions of SB151 eliminate the
“inviolable contract” for all new hires, meaning that the General Assembly may renege on even
these questionable promises 4t any lime

14. 8B 151 also irreparably harms teachers and educational professionals by
disrespecting them, demeaning their contributions, and devaluing their decades of public service.
Throughout the legislative session, many KEA members have complained to KEA that they have
been disrespected and disparaged during the legislative process. The illegal violation of the
Commonwealth’s inviolable contract, and the secretive manner in which the General Assembly
rushed it through, demonstrate a willful indifference to the legal rights of _teachcrs and educators,
the promises that the Commonwealth has made to its teachers, and the daily sacrifices made by
teachers and educalors in striving to educate our children. SB 151 is a direct affront to the
teaching profession in Kentucky and everyone in it.

15, Finally, and most importantly, the manner by which the legislature passed this bill
is an irreparable harm to the democratic process and to all pcoples’ faith in government.

Legislators are clected by the people and are accountable to the people, and are supposed to act
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in a manner that creates laith in the deliberative process and confidence in the government and in
their leadership. However, all that was utterly undermined by the process used to pass SB151.
The legislators involved were deceptive and purposely opaque and their acts were an affront to
every ghinking, voting citizen of the statc. It’s worth noting that the rally that occurred in
Frankfort on Monday, April 2, 2018 had in altendance not just teachers, but also other public
cmployees, parents, students, and taxpayers. Many ol the pcople who turned out in protest were
not directly affected by SB151. They turned out to publicly object to the insulting, disrespectful
way the Housc and Senate behaved toward all citizens.

Further affiant sayeth naught.

COMMONWEALTH OF KENTUCKY )

COUNTY OF M»\ . )

Subscribed and sworn to before me by Stephanie Winkler, Affiant, on this

, 2018. /MW

Notary Peblic

i

day of

Notary Number: 527 SE(’;‘(
My commission expires: Qﬁ«{faﬁ“ / E:’: 22y
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‘IN THE SUPREME COURT

STATE OF CALIFORNIA

, [ Y
MANNING T. ALLEN, et al,, WiLLi o 1 SULLIVAN, ©

Plaintiffs and Appellants, BY) —————————— E‘"»A:\B;BL;
vs, ; L.A. No, 228084
CITY OF LONG BEACH, a ;
municipal corporation, et al,, )
Defendants and Respondents, ;

ELWIN L. ALGER, et al,,
Plaintiffs and Appellants,
vs. L.A. No, 22895

CITY OF LONG BEACH, a
munieipal corporation, et al

)
)
)
)
)
)
)
)
)
)
)
)

D.efendants and Respondents,

STIPULATION TO SUBMIT CAUSE
WITHOUT ORAL ARGUMENT.

IT IS HEREBY STIPULATED AND AGREED by and between
counsel for the respective parties hereto that the above entitled
causes may be submijtted for decision without oral argument, upon

the printed briefs now on file,
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12
13
14
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T‘ X 17
| 18
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DATED:;

This 26th day of April, 1955,

WALHFRED JACOBSON, City Attorne
CLIFFORD E. HAYES, Deputy City

v <

L i i "
BY: Gl f 5 A sn
: -

i

=

>

Attorney

v b

Attorneys for Defendants yCity of Liong
Beach, etc,, et al,

ﬁtomeys. for plaintiffs Manning T, .

Allen et al,

N4
et g
RINNT » ST =

Attorney for plaintiffs E
et al,
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, I
KENNETH SPERRY ‘:{5*

i §
ATTORNEY AT LAW A |

£

SUITE 10i7 SECURITY BUILDING - LONG BEACH 2, CALIFORNIA
TELEPHONE 748-78

o .

April 26, 1955 |

et et

Clerk of Supreme Court
10th Floor, State Building
Los Angeles 12, California

Attention: David Blomgren, Deputy Clerk

Inre: Allen et al. v, City of Long Beach
et al,, L. A. No. 22894;

Alger et al, v. City of Long Beach
et al., L.A. No. 22885,

Dear Sir:
Enclosed herewith please find stipulation to submit the

above cases without oral argument, in accordance with our
telephone conversation of even date,

Yours very truly,

KS: mm
Encl.

%a.e/ez Cacitts ane ome i W
LA Laas/,uszz/., Cote 0.
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